MERICAN BANKERS 


ASS OCTATIOR 


JOURNAL 


A 4 


STOCK MARKET CONTROL, 


GOVERNOR BLACK DISCUSSES THE BILL WITH SENATORS TOWNSEND, COUZENS AND FLETCHER 


May 1954 


The Rebound—America’s Financial Strength 
Realization in Washington, by Mark Sullivan 


Incredible Silver. by Neil Carothers 


How Douglas-Guardian Protects Collgz 


What better 


security could 


a banker ask 
than. active 


inventory? 


MANUFACTURER comes to a bank- 

er seeking a loan. The banker is eager 
to help and asks the type of collateral that 
is available. The manufacturer’s reply is, 
‘| have liberal inventories of basic commodities ready 
to convert into finished merchandise, for which there 
is a ready market at a good profit.”’ 


At this moment the banker gets an idea, and here is 
what he tells the manufacturer: ‘“‘Contact Douglas- 
Guardian Warehouse Corporation and see what they 
will do toward issuing field warehouse receipts on your 
inventory.” 


A plan was worked out. Warehousing arrangements 
were completed with this national organization and 
warehouse receipts, representing bona fide third- 
party bailment, were deposited with the bank as 
collateral to their loan. 


THIS SPACE IS LEASED 
To 
Douglas-Guardian Warehouse Co. 


Goods herein are covered 
By 
Douglas-Guardian Warehouse Co.'s 
Warehouse Receipts 


Meanwhile, the manufacturer has been given relief, 
the banker provided with a safe, self-liquidating loan 
and positions provided for needy employees, thus 
stimulating business activity throughout the com- 
munity. 


The Douglas-Guardian field warehousing plan offers a 
proved, practical, flexible basis for extending credit with 
absolute safety. We hold certificates from twenty-one 
State Secretaries authorizing us to operate as field 
warehousemen and can qualify easily in other states 
where necessary. Holders of Douglas-Guardian ware- 
house receipts are protected by insurance fully covering 
warehousemen’s legal liability. 


Get full information on Douglas-Guardian service which will enable you 
to make many loans hitherto unattractive on a profitable, practical basis 


DOUGLAS-GUARDIAN WAREHOUSE CORP. 


Nation-Wide Field Warehousing Service 


New Orleans, La. 
118 No. Front Street 
Madison, Wis. 
155 E. Wilson Street 


Chicago, 
222 W. Adams Street 


Fayetteville, Ark. 
Eason Building 


Dallas, Texas 
707 Tower Petroleum Building 


Rochester, N. Y. 
407 Temple Building 
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The Condition of BANKING 


nited States became more definitely clarified in the 

month of April than in any month in the past two years. 

Two controlling factors have come to the surface, clearly 
defined and easily explained. 

The first is an increased and strongly maintained demand 
for consumers’ goods in nearly all parts of the country, free 
from holiday or other special seasonal stimulus. The second 
is increasing identification and appreciation of the influences 
which are causing the failure of the durable goods industries 
to respond to the quickening impulse of better general 
business conditions in anything like the same proportion if, 
indeed, they are responding at all. Better retail trade has not 
only been promptly reflected in wholesale lines and in the 
industries dependent upon them, but the latter also report 
satisfactory orders for future delivery, indicating a confi- 
dence on the part of dealers in consumers’ goods that the 
improvement in business shown in the trade of the first four 
months of the year is expected to continue. The distribution 
of this trade is such as to indicate that it is largely the result 
of Government spending in agricultural aid, public works 
and relief of unemployment, and a reflection of better condi- 
tions in the industries most directly affected by such expend- 
itures. Much, possibly most, of the improvement is arti- 
ficial, but there is enough of sound residue to demonstrate 
actual, fundamental improvement. 

Undoubtedly the lag in heavy industry is the result of 
uncertainty as to future Governmental policies and the 


[on general condition of business and banking in the 
U 


restrictions upon the raising of money for capital expendi- 
tures. Such was the declaration of a committee of the code 
authorities of heavy industries appointed by the latter at the 
Washington code conference in March, which published its 
report in mid-April. Every known element in the situation 
supports the views therein expressed. Whether a modifica- 
tion of the Securities Act, as has been suggested by this com- 
mittee, would result in the early reémployment of so many 
as five or six million workers may be debatable, but there is 
no question that the financing of heavy industry and espe- 
cially of the buyers of durable goods is retarded by the 
Securities Act and the various proposals for the control of 
security exchanges. Nor can there be any doubt that heavy 
industry and long range planning of every sort are retarded 
by the political situation in Washington involving such 
issues as increased inflation by the silver route or otherwise, 
increased taxes, the tariff, soldiers’ bonus, unemployment 
relief under the latest scheme, municipal bankruptcy, loans 
of Government funds to industry, a revision of the N.R.A. 
and codes under it and a revamping of the agricultural 
aid program. 

The strength in the consumers’ goods market is demon- 
strated in reports which show much less of a post-Easter 
slump than usual—far less than had been anticipated. Com- 
parisons with a year ago show largely increased trade but 
they may be misleading owing to the hangover of the bank- 
ing holiday into April last year and a difference in the 
incidence of the Easter buying (CONTINUED ON PAGE 52) 


Discount rates of the 12 Federal Reserve banks as of April 20 


APRIL 20, 1933 


Loans and Investments—CHANGES (March 14—April 11)—Deposits 


By districts, from figures of reporting Federal Reserve member banks in 91 leading cities 
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of the (city of New York 


STATEMENT of CONDITIOX. MARCH 31, 1934 


RESOURCES 


CasH AND DuE From BANKS ...... 
U. S. GovERNMENT SECURITIES 

Notes OF RECONSTRUCTION FINANCE 
STATE AND MunlIcIPAL SECURITIES MATURING WITHIN TWO YEARS 
OTHER STATE AND MuNICcIPAL SECURITIES . 
OTHER SECURITIES MATURING WITHIN TWO YEARS 
FEDERAL RESERVE BANK STOCK . 

OrHER Bonps AND SECURITIES. : 
Loans, Discounts AND BANKERS’ 
REAL 

CusToMERS’ ACCEPTANCE LIABILITY . 

OTHER ASSETS . « « 


LIABILITIES 


CapITAL—PREFERRED 

SURPLUS 

UNDIVIDED ‘ 
RESERVE FOR CONTINGENCIES . 
RESERVE FOR TAXES, INTEREST, ETC. 
DivipEND PayaBLe 1, 1934 
DEposiITs . 

CERTIFIED AND s 
CircuLaTiInG Notes 

AccEPTANCES OUTSTANDING 

ITEMS IN TRANSIT WITH BRANCHES ; 
LIABILITY AS ENDORSER ON ACCEPTANCES AND 
OrueEr LIABILITIES. 


. $ 393,071,746.42 


319,599,610.44 
46,222,000.00 
74,628,123.63 
39,344,013.71 
36,839,521.53 
8,160,000.00 
78,801,809.12 
713,247,133.34 
42,593,691.13 
1,250,000.00 
50,514,216.71 
16,267,180.77 


$1,820,539,046.80 


- $ —50,000,000.00 


100,270,000.00 
50,000,000.00 
11,374,762.91 
17,132,019.83 
1,439,866.59 
2,590,000.00 
1,475,813,570.83 
21,673,173.96 
25,000,000.00 
54,116,108.31 
1,944,920.64 
1,532,906.05 
7,651,717.68 


$1,820,539,046.80 


This statement does not include the statements of any of 
the organizations affiliated with The Chase National Bank. 


May 1934 
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MAY DAY 


JN 1833 Robert Owen selected May 1 as the date for the beginning of 
the millennium. Perhaps from this small seed came the tradition of 
labor, on that day each year, to protest and celebrate. 
May 1, 1934, finds unemployment of both labor and capital per- 
sistently widespread. The picture above shows Senators Borah, Walsh, 
Wagner and Davis listening to testimony on the Wagner Labor Bill. 


Realities 


May Day, Nineteen Hundred and 
Thirty-four, is a day of realities. For 
well toward four years the United 
States, like the rest of the world, has 
been going down into and coming out 
of an unprecedented business depression. 

In the course of this experience it 
has carried on much experimentation 
in government, in finance and economic 
life generally—perhaps most of all in 
its banking and credit activities. 

As a result of this experimentation it 
has accomplished some things of value, 
notably a will to recover and a thorough 
canvass of the means of recovery. 

It has accomplished some needed re- 
form. On the other hand it has made 
some, possibly many, egregious blunders. 
It has devalued the dollar and has other- 
wise tampered with its monetary system 
~—whether uselessly or not need be no 
longer considered. It has built up a 
sizable burden of public debt—not un- 
bearable but nevertheless burdensome. 
It has adopted sociological policies of 
the most serious import to American 
commerce, industry and finance which 
may or may not be permanent but 
which, for the time being, have prob- 
ably reached their immediate limit. 

All these are no longer matters of 


discussion, academic or otherwise, sub- 
ject to adoption or rejection. They are 
realities of the present. 

Further discussion of things past is 
as disturbing as it is useless. It is in- 
cumbent upon business men to accept 
what is past as water that has gone 
under the bridge. Business of the pres- 
ent and future must be conducted in 
accordance with realities and such are 
the realities of today. 


UNFORTUNATELY, however, the 
realities to be faced are of the future as 
well as of the present, and this means 
that some of the principal problems 
which were before the American people 
a year or so ago are still before them 
unsolved. 

The agricultural situation, long her- 
alded as the most important of the 
nation’s difficulties, is essentially where 
it was. The prices of farm prod- 
ucts have been lifted materially, and 
there is less discrepancy between prices 
of what the farmer sells and what he 
buys. 

This, however, has been at the expense 
of several hundred millions of dollars in 
special taxes paid by American consum- 
ers, -and it cannot last indefinitely. 
The fundamental issue is yet to be faced. 
Capital remains unemployed while yet 


e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C.J. DEVINEs CO. 


INCORPORATED 
48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO 
PHILADELPHIA 


BOSTON 
SAN FRANCISCO 


Host to the 


A. |. B. and A. B. A. 
1934 Conventions 


You’. be near the prin- 
cipal places you want to visit 
while in the Nation’s Capital, 
when you register at The Willard 
Hotel. 


New 

Room 
A smart rendezvous, relaxing and 
convenient, for ladies and gentle- 


men — excellent food, repeal bev- 
erages, dance music. 


The 
WILLARD HOTEL 


**Residence of Presidents” 
Washington, D. C. 
H. P. Managing Director 
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THE BEST BOND AND LEDGER PAPERS ARE MADE FROM RAGS 


PENMANSHIP CLASS 


@ The dunce caps are a grave injustice. Not the penmanship of these embarrassed 
gentlemen, but inferior ledger paper is at fault. With Stonewall or Resolute 
Ledger to work on, they could go to the head of their class. For these papers 
have excellent writing surfaces (tub-sized and air-dried) that remain excellent 
even after several erasures have been made. They are fine for machine book- 
keeping, too, because they are pliable enough for rollers and type; stiff enough 
for easy filing and handling —a perfect balance. Their tough, durable rag fibre 
accounts for these advantages. Available in white, buff and blue; standard sizes 


and weights. Portfolio of samples on request. Neenah Paper Co., Neenah, Wis. 


STONEWALL 
RESOLUTE 


Neenah Guaranteed Papers also include Prestige and Putnam 
Ledgers and the following Bonds: Old Council Tree, Success, 
Conference, Chieftain, Neenah and Glacier Bonds. Each of these 
grades is shop-tested for printing performance and represents 


a high value in its price range. Samples will be sent on request. 


IDENTIFY RAG-CONTENT QUALITY BY THE NEENAH OWL WATERMARK 


there are cries for more and still more 
credit. The heavy industries are reviving 
slowly if at all, while it seems probable 
that all that can be accomplished in the 
way of recovery in consumers’ goods 
has been accomplished, at least until 
there is more decided revival in the 
basic industries. The country’s credit 
system has been thrown out of gear by 
extraordinary lending of public funds 
and the subversion of the principal 
source of credit in the Reserve System, 
while credit machinery stands under 
the operation or threat of paralyzing 
legislation. 


THESE are some of the more patent 
problems, and there are others. So far, 
ever since the beginning of the depres- 
sion but especially in the past year or 
so, these problems have been dealt with 
in emergency measures. Month after 
month, sometimes day after day, new 
laws have been put into the statute 
books giving the Government this, that 
or the other power to deal with the 
situation. At the present time the Gov- 
ernment, through six corporations— 
five of which are organized under the 
laws of one state, Delaware—can en- 
gage in any form of business activity 
from banking to sheep raising or the 
manufacture of electrical appliances. 
All of these legislative chickens are now 
coming home to roost. The stark reality 
of the situation is that the Government 
and the American people must now 
decide what they are going to do with 
them. Nor is it any longer a matter for 
discussion. The nation is tired of dis- 
cussion, tired of experimentation. 
Enough returns are in to make it a 
matter for decision. 


A Question that 
Will Never Be Settled 


WHETHER THE MULE 
PULLED US 


- OR WHETHER WE 
PULLED ODT IN SPITE 
OF THE MULE 


SHOEMAKER IN THE CHICAGO DAILY NEWS 
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KEYSTONE 


President Roosevelt signs the Philippine 

independence bill as Elpidio Quirino 

and Manuel Quezon smile over his 
shoulder 


IT is just as well that these realities are 
to be faced—now. If emergency meas- 
ures have failed to bring back prosper- 
ity over night, as they have, it is time 
the country was settling down to the 
idea that the situation is no longer one 
of emergency but one of gradual re- 
covery under natural forces of recovery. 
Such a process is slow but it has the 
merit of being sure. These forces are 
already at work and the results are 
already apparent. Scrapping inefficient 
machinery is an indication of strength 
in an industry. It can be so in a recovery 
program. There is abundant evidence 
that if some of the emergency measures 
are discarded and natural forces are 
given more freedom to operate, greater 
results will be immediately realized. 
The capital market will certainly be 
revived if some of the restrictions placed 
or about to be placed upon it are re- 
moved. With the revival of credit for 
basic industries, which is now lacking 
because of legislative interference with 
the machinery of such credit, will come 
early recovery in many of the lines in 
which depression persists. Employment 
in the manufacture of consumers’ goods 
is now very close to the 1923-1925 level. 
That in heavy industry will not average 
70 per cent of the 1923-1925 level and 
in some lines it still hovers around the 
lowest point in the depression. The prob- 
lem of agriculture is yet to be solved, 
but it is (CONTINUED ON PAGE 54) 


A bank ean be both conservative in its basic 


policies, and progressive in its services. 


This bank puts protection of depositors’ 


funds foremost. 


It is always ready to 


loan, to sound enterprises, for sound needs. 


Its services go beyond those usually 


expected, due to a close working arrange- 


ment with the 21 other Marine Midland 


Banks in New York State. 


The 
Marine Midland Trust Company 
of New York 


BANKING OFFICES 


120 Broadway 
143 Liberty Street 


MEMBER OF FEDERAL RESERVE SYSTEM 


110 William Street 
128 Chambers Street 


12 East 45th Street 
17 Battery Place 


MEMBER OF THE NEW YORK CLEARING HOUSE ASSOCIATION 


MEMBER OF MARINE MIDLAND GROUP 
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CHEMICAL RESEARCH Contributes 
New Safety to Funds in Transit 


that the world has ever 

known are rampant in 
America today. The annual 
toll they exact is staggering. 
Their raids upon bank deposi- 
tors’ funds in transit are vicious 
and clever. 


Tite cleverest criminals 


Today, a single bank check may 
carry responsibility for the 
safe delivery of thousands of 
dollars to a designated payee, 
and billions exchange hands 
every year via this bank check 


Thus, a little piece of paper 
bearing the signature of a bank 
depositor is entrusted with his 
entire bank account—his sig- 
nature being the key to every- 
thing he has on deposit. Cun- 
ning check crooks know this 
and deliberately select unpro- 
tected checks which offer the 
least resistance to their skill. 


Please send us samples and additional information 


| Checks 0 Pass Books 0 Covers 0 


THE TODD COMPANY | 
INCORPORATED 
ROCHESTER, N. Y. | 


To make checks that banks 
supply to depositors safe from 
alteration and other forms of 
check fraud has been the busi- 
ness of The Todd Company for 
more than thirty-five years. 


We now announce the great- 
est advance in bank check 
safety for the average depos- 
itor that we have ever offered. 
Chemical research has evolved 
a wondrously new safety 
paper. Our new Super-Safety 
bank checks have concealed be- 
neath their beautifully colored 
ground tints several hundred 
imprints of the word “Void” 
which jump immediately to the 
surface in a dark brown color 
whenever chemical ink eradi- 
cator is applied, making the 
check instantly worthless. 


These beautiful new Super- 
Safety checks in six colors 
(rose, corn, primrose, green, 
blue and stone) lithographed 
in the Todd quality way and 
concealing the “Voids”, will 
protect thousands of bank de- 
positors within the next few 
weeks. These new checks of- 
fer an opportunity for customer 
service that depositors will be 
prompt to appreciate. Funds 


are safe while in your bank, 
but when they are transferred 
to a piece of paper and begin 
journeys through many strange 
hands before their ultimate re- 
turn to the depositor,—will 
they return safely from their 
hazardous journeys? 


Banks have always preferred 
to supply their depositors with 
only the safest check obtain- 
able. The new Super-Safety 
checks with the self-canceling 
“Voids” are that kind. They 
are reasonably priced and 
bankers these days realize how 
helpful they can be in building 
customer good-will. 


Before reordering customer or 
pocket checks or pass books use 
the coupon below for prices 
and samples. Address The 
Todd Sales Company in your 
city or write us direct. Sales 
and Service offices in principal 
cities. Manufacturers of An- 
tique Moorish Check Book 
Covers and Pass Books, Sta- 
tionery and Bank Supplies, 
Registered Protod - Greenbac 
Commercial Checks, Check 
Signers, and the Protectograph. 


TODD IMPRINTING PLANTS STRATEGICALLY LOCATED THROUGHOUT THE COUNTRY FOR QUICK IMPRINTING SERVICE 
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The Rebound— 


America’s Financial Strength 


The Means of Recovery Are Here « Old Frontiers 


What New 


EN the Treasury of the United States can call a 
billion dollars in 414 per cent bonds with the take-it- 
or-leave-it proposition of exchanging them for 314 

per cent bonds or accepting cash, there can be no question as 
to the soundness of the financial position of the Federal 
Government. With member bank borrowings at the Federal 
Reserve at practically nothing and their excess reserves 
amounting to $1,400,000,000 there can be no question of the 
country’s credit position. If anything were lacking there is 
$1,000,000,000 of available unused 
credit in the R.F.C. . 

Repayments to the latter, so far this 
year, of loans made previously have 
been running at the rate of $1,000,000,- 

000 a year, which is twice the rate of 
repayment estimated in the budget 
message of the President last December. 
Net time and demand deposits in re- 
porting member banks in the Reserve 
System, which usually represent about 
four-fifths of such deposits in the banks & 
of the country other than in mutual *® 
savings banks, increased from $14,906,- 
000,000 at the end of last September to 
$15,205,000,000 at the end of December 
and to $16,213,000,000 at the end of 
March—an increase of over $1,000,000,- 
000 in the first quarter of this year. 

The state of New York in April | 
borrowed $50,000,000 on long term #& 
bonds at the rate of 2.887 per cent 
interest, the lowest rate ever obtained 
for the state’s loans, and that, too, 
under unfavorable political conditions. 
Evidence of an ample supply of 
capital for every possible sound purpose ; 


Business and Pleasure 


Frontiers? 


multiplies on every side. There is money everywhere. 
It would be an obtuse observer, indeed, who could not 
appreciate the significance of such facts. Admitting that the 
debt burden of the Government is rather heavy and will be 
heavier, there is abundant proof that the burden can be 
carried without material interference with the financing of 
commerce and industry. It may be admitted, also, that the 
banks of the country are just emerging from the most diffi- 
cult period ever experienced by a national banking system 
which survived. The fact remains that 
the system has survived and is now 
displaying elasticity, virility and re- 
sources in an unprecedented recovery. 
The reason for all this, doubtless, is 
that at no time, even in the depths of 
the disappearing depression, has there 
been any inadequacy of the basis or 
means of credit in this country. Aside 
from the fundamental wealth and re- 
sources of the nation there has been at 
all times an adequate gold supply, an 
abundance of money and a readiness on 
the part of banks and other institutions 
f to finance commerce and industry if and 
| when credit could be properly called 
into play. Fundamentally the country 
has been as strong as in prosperity. 
The banks reflect this solid under- 
pinning. The wreckage of banking 
conditions which culminated in the so- 
called banking holiday of a year ago has 
been cleared away. On the first of April 
the number of national banks in the 
country yet to be licensed had been 
reduced to 218, all but 37 of which had 


approved plans of reorganization. There 
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were 5,346 national banks in operation 
with total deposits estimated at $18,- 
372,571,000, as compared with $17,589,- 
882,000 on the 30th of last December 
and $17,055,208,000 on October 25, the 
previous call date. The deposits in all 
national banks in January, 1933, were 
$18,518,000,000. 

On April 1, all but 41 of the state 
member banks in the Federal Reserve 
System had been licensed, 920 state 
member banks being reported as com- 
pared with 805 in January, 1933. Their 
present deposits are estimated at $10,- 
153,000,000,.as compared with $10,225,- 
000,000 in January before the banking 
holiday. 

The non-member state bank situation 
is gradually being cleared up, the 
amount of deposits in the active mem- 
bers of this group being estimated at 
$5,060,000,000, while deposits in the 
mutual savings banks are estimated at 
$9,620,000,000, as compared with $10,- 
022,000,000 in January, 1933. 

The estimated total of deposits in all 
banks in the United States on the first 
of April, accordingly, was $43,205,571,- 
000, as compared with $45,583,000,000 
in January, 1933. These estimates of 
present day deposits are based largely 
upon returns from reporting member 
banks and are given as approximate 
only. However they represent with at 
least a fair degree of accuracy the 
country’s bank deposit position. 

The point to be considered in these 


Comfort and safety—1820 


figures is that while these present bank 
deposits are two and a third billion 
dollars below those at the beginning of 
last year, all of the present day deposits 
are available to the depositors. When 
the test came a little over a year ago, 
between five and six billions of the 
$45,583,000,000 in deposits were not 
available and somewhere between two 
and three billion dollars of this frozen 
money is still frozen. Whatever one may 
think of bank deposit insurance in 
principle, it at least has the merit of 
giving assurance in these days of re- 
covery that what is placed to the credit 
of about 97 per cent of the 54,814,249 
depositors in 13,632 out of 14,566 of the 
country’s banks is genuinely available 
for their use. The decrease in deposits 
after the banking holiday was largely 
so much dead wood cut away. 

There is further assurance in the 
retirement of emergency currency from 
circulation. Federal Reserve banknotes 
outstanding, which started with $21,- 
049,000 at the close of the banking 
holiday, ranged steadily upward until 
December 31, when they stood at 
$233,725,000. Since that time the 
volume outstanding steadily decreased 
until at the beginning of April it stood 
at $120,386,000 and was decreasing at 
the rate of about $20,000,000 a week. 
Not all of this decrease has been retired 
from actual circulation, but the respon- 
sibility for it has been transferred from 
the banks to the Treasury by the de- 


In contrast with the reassuring facts 
in this article might be cited what seems 
to be a contrary view, expressed by 
Professor Tugwell in the New York 
Times of January 4: ‘‘We felt that such 
social machinery could be created, but 
no man in the world could have pre- 


posit of lawful money with the latter. 
Banks have been repaying their loans 
in the R. F. C. more rapidly than any 
other large borrowers. Their net in- 
debtedness to the corporation was 
reduced from $719,000,000 on Decem- 
ber 31 to $657,000,000 on March 31 and 


Mobility and 


Overland from St. Joseph, Mo.—1850 


COURTESY AMERICAN EXPRESS CO. 
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CUSHING 
dicted in detail the shape and form of 
the new American design. Today, pro- 
duction control machinery not only 
exists, it lives and moves, rocking and 
dashing us along untried ways toward 
a planned democratic society, rebuilt 
from the ground up.”’ 


the repayments in April have been at an 
even more rapid rate. Bank earnings also 
have materially increased, while net 
profits of many institutions have been 
increased somewhat by a moderate re- 
covery of bad debts which had pre- 
viously been written off as losses. 


Territorial Expansion 


1872 in a glass case 


Moreover, all banks now in operation 
have ample capital; if they lack in that 
respect they know exactly where to get 
what they need; it is, in fact, thrust 
upon them. Extreme liquidity is no 
longer a necessity, since banks are pro- 
tected from runs by the deposit insur- 
ance system. Above all, there is the 
announced determination of the Federal 
authorities, voiced through the Federal 
Deposit Insurance Corporation, that no 
bank in the United States within its 
control will be allowed to fail, and the 
corporation, through the cooperation of 
the Reconstruction Finance Corpora- 
tion, has ample resources to give effect 
to its determination. 

Rediscounting was never so easy or 
so cheap. The plain truth is that there is 
more bank credit available in the United 
States at the present time than ever be- 
fore in its history. It needs only to be 
realized that the excess reserves of 
member banks alone can be swelled into 
something like $14,000,000,000 of actual 
bank credit on demand to appreciate 
the situation. 

These excess reserves in themselves 
have special significance. At the end of 
last November, according to the Fed- 
eral Reserve Board’s calculations, the 
excess reserves stood at $794,100,000— 
an all-time high up to that date. Under 
the holiday demand for funds they fell 
to $765,700,000 at the end of December. 
By the end of January they had reached 
$866,100,000. In the period of gold im- 
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ports in February and March they fairly 
bounded in their advance and by the 
first of April exceeded $1,400,000,000— 
an increase of around $650,000,000 since 
the first of the year. The increase is ex- 
plained by several circumstances, the 
first being a return of money into the 
banks following the Christmas holidays 
as is usual at that time of the year. A 
second reason offered is the purchase of 
Government securities by the Federal 
Deposit Insurance Corporation and 
other Governmental agencies, while a 
third is the influx of funds from abroad 
following the formal devaluation of the 
dollar in January. Government spend- 
ing of borrowed money is a fourth factor. 

The influx of money from abroad is 
perhaps the most striking and most im- 
portant element in the growth of the re- 
serves, and it has special significance. 
The funds from abroad represent a re- 
turn to the United States either of funds 
sent out of the country by Americans in 
fear of inflation a year ago or of foreign 
funds returned to the United States for 
investment after a net outflow of $383,- 
000,000 of foreign owned banking and 
short term funds taken out of the United 
States last year. Granted that much of 
this money came back to the United 
States to reap the profit entailed in the 
devaluation of the dollar, it has re- 
mained in American banks, confident 
of the future of the banks and American 
business. It has come in the form of gold 
and remains as an enlarged metal base 
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for the nation’s monetary and credit 
structure. 

The distribution of these reserves also 
is significant. In April, 1933, New York 
banks held about 40 per cent of the 
$379,100,000 of total excess reserves, 
other Reserve city banks 34 per cent and 
country banks 26 per cent. In January, 
1934, New York City banks held 17 per 
cent of the $866,100,000 of excess re- 
serves, other Reserve city banks 55 per 
cent and country banks 28 per cent. 
This proportion has been considerably 
modified by the inflow of funds from 
abroad, but the principle of the dis- 
tribution remains the same, that is, the 
excess reserves represent a condition 
common to banks in all parts of the 
country. 

The prohibition of the payment of in- 
terest on demand deposits in the Bank- 
ing Act of 1933 led country and other Re- 
serve city banks to recall much of their 
New York balances. Instead of being 
concentrated in metropolitan centers 
drawing a little interest for their own- 
ers, these funds are now distributed as 
available bank credit in every part of 
the country. A considerable portion of 
this money has found its way into the 
Reserve banks as excess reserves of 
country and small city banks. This idle 
money not only affords available credit 
subject to local demand in almost every 
community but it also exerts an equable 
pressure all over the country upon bor- 
rowers to come and get it. 

The excess of loanable funds and the 
strong position of the banks work to the 
benefit of the Government and therein 
react favorably upon the general credit 
situation. Rates on short term Treasury 
borrowing have been brought to a nomi- 
nal level while the 314 per cent rate on 
long term issues has been made possible. 
Other factors have improved the na- 
tional credit. The deficit on the current 
fiscal year’s expenditures amounted on 
March 31, three quarters of the way 
through the year, to $2,542,209,695S. 

Inasmuch as the country has been ex- 
pecting a deficit of about $7,300,000,000 
by June 30 in line with the President’s 
budget message, it is evident that the 
Treasury has a long way to go before 
anything like the anticipated increase in 
the public debt will be attained. It is 
expected that public works expenditures 
will increase greatly in the last quarter, 
reaching their highest point about the 
middle of June, but it seems evident 
that the total deficit for the year will 
fall $2,000,000,000 or so below esti- 
mates. It is likely, on the other hand, 
that about that same amount in relief 


expenditures will be carried over into 
the new fiscal year in addition to those 
already anticipated in the estimates, so 
that while the total public debt at the 
end of the next fiscal year may reach 
the figure originally estimated in the 
budget message it will fall below the 
actual expectancies of the investing 
public. 
TREASURY CASH 

THE failure of the Government to 
spend as much money as it has raised 
for the purpose has placed the Federal 
Treasury in a very favorable position. 
At the end of the March quar- 
ter Secretary Morgenthau had in his 
strong box an actual cash balance of 
$4,817,870,615, including $2,810,454,- 
390 gold profit set aside for the stabiliza- 
tion fund. That leaves $2,007 ,416,225 in 
the general fund and thus enables the 
Government to assume its take-it-or- 
leave-it position with respect to its new 
bond issue. The Treasury’s cash balance 
also has been favored by increasing 
revenues from ordinary sources which 
have exceeded estimates. Liquor reve- 
nue and tobacco, manufacturers’ excise 
and stamp taxes in the nine months 
brought a total of $1,115,510,358, which 
was an increase of $527 ,000,000 over the 
previous year. 

The new liquor and other taxes ex- 
plain most of the increase, but a general 
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pick-up in business has had its part. In- 
come tax collections in March reflected 
better business in 1933 than in 1932; 
customs receipts reflect increased busi- 
ness—in short, the country is pulling 
out of a hole. On the debit side of the 
ledger expenditures for ordinary Govy- 
ernment purposes have been below esti- 
mates. With an increasing deficit it can 
hardly be said that the finances of the 
Government are in good shape but they 
are in far better shape than had been 
anticipated. 

Improved, or perhaps reestablished, 
Government credit reacts favorably 
upon the banks. The Government is 
spending the money it borrows, scatter- 
ing it in all parts of the land. This 
money finds its way into the banks and 
increases the amount of credit available 
upon demand. The only fly in the oint- 
ment is that as a result of these develop- 
ments all conditions necessary for tre- 
mendous over-expansion of credit are 
now present. 

What the American people now need 
is to cut loose from theoretical formulae, 
postpone questionable and debatable 
reforms to a more convenient day, have 
more confidence in themselves and their 
fellow citizens, rely upon the principles 
and institutions which have served them 
so well in the past and have the will to 
use to the utmost the credit and other 
facilities for recovery they now have. 
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“It is no mere coincidence that the 
opposition to certain aspects of the New 
Deal has grown stronger as recovery has 
gotten under way. At no time since the 
depression began have the evidences of 
improvement been so unmistakable or 
the prospects for the future so good. 
Yet there is more complaint than at any 
time since the President was inaug- 
urated. It is a paradox, which is well 
worth trying to understand, that the 
prestige of the New Deal should be de- 
clining while prosperity is rising.’’— 
Walter Lippmann in the New York 

Herald Tribune 
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By MARK 


E Roosevelt Administration was 
a year old on March 4. Very soon 
after that first anniversary there 
emerged a series of events from which 
we can estimate how far the New Deal 
has gone in a year, where it now is and, 
most important of all, what direction 
America is now moving in—whether 
we have halted or slowed down—or 
whether we are still in full momentum 
toward what Mr. Roosevelt called (in 
his address to Congress January 3) “‘a 
permanent readjustment of many of our 
ways of thinking and therefore of many 
of our social and economic arrange- 
ments.” 

To these questions the answer can be 
given before we recite the details. Amer- 
ica during March and April this year 
was visibly and concretely shrinking 
back from the innovations which Mr. 
Roosevelt had introduced. 

Of the evidences of this, perhaps the 
most convincing was the plain disposi- 
tion of Congress to resume its normal 
functioning. For almost exactly a year, 
from the date of Mr. Roosevelt’s inau- 
guration until the end of February this 
year, Congress had passed every item 
of legislation Mr. Roosevelt asked. The 
immense majority of his party—310 
Democrats to 117 Republicans in the 
House, and 60 Democrats to 35 Repub- 
licans in the Senate—responded to his 
requests as if, instead of an independent 
arm of the Government, they were his 
own cabinet owing their positions to his 
appointment and their tenure to his 
pleasure. 

The first break came late in February. 
The item of legislation which Congress 
rejected was immaterial in substance— 
but in principle far-reaching. In one of 
the appropriation bills there had been 
inserted an allotment of $525,000 to 
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build a Government furniture factory. 
The factory was planned as an incident 
of one of the Administration’s relief 
projects. The Administration was es- 
tablishing at Reedsville, West Virginia, 
a community of small “subsistence 
farms” for the unemployed, and the 
Government furniture factory was to 
provide employment for the workers 
whom the Administration planned to 
bring there. It was known that, in addi- 
tion to being an Administration project, 
the factory had the particular interest 
of Mrs. Roosevelt—this fact figured in 
the discussions as a reason why the 
money should be granted. 

Opposition arose on a clear basis of 
principle—the principle which marks 
one of the fundamental divisions be- 
tween the New Deal and the old Amer- 
ican way. The furniture factory, even 
though small, and even though an ap- 
propriate incident of relief of unemploy- 
ment, would nevertheless be a case of 
the Government’s entering into the area 
of business which, under the American 
tradition, is the prerogative of private 
enterprise and private capital. The be- 
ginning of the opposition came from 
Congressmen representing districts in 
which furniture manufacture is a lead- 
ing industry—and which, therefore 
would suffer direct injury, including the 
throwing out of as many employees of 
privately-owned furniture factories as 
would be taken on by the Government- 
owned one. These districts (in North 
Carolina, Grand Rapids and Indianapo- 
lis) would not, however, have accounted 
directly for more than half a score of 
members; the fundamental principle 
involved enlisted the interest of Con- 
gress as a whole, and the appropriation 
was rejected in the House by a vote of 
275 to 110. The Senate approved the 
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appropriation, but in the ensuing con- 
ference between Senate and House, the 
latter, standing firmly by the principle 
that the Government should not enter 
into business in competition with its 
citizens, secured the final elimination of 
the project. 

The second declination of Congress 
to approve an Administration measure 
was the Senate’s refusal to ratify the 
treaty with Canada providing for a St. 
Lawrence River seaway. To an excep- 
tional degree, this project was identified 
with the President’s wishes and his 
plans. He recommended the treaty and 
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he sent a special message to the Senate 
asking them to ratify it. He wished it 
not only for the overt purpose of the 
waterway but also because the dams 
would further the President’s purpose 
of setting up, at key-points through- 
out the country, Government-owned 
sources of electricity to compete with 
privately-owned enterprises. In addi- 
tion to the President’s support, the 
project had behind it a strong body of 
opinion and a considerable group of 
Senators from Midwestern states which 
thought they would be commercially 
benefited by a new outlet to the sea. 
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Since this was an international treaty, 
ratification required a two-thirds vote. 
Actually, the treaty received little more 
than a bare majority. Eighty-eight Sen- 
ators were voting (out of a total of 96). 
Ratification would have required 59 
votes. The number who supported the 
treaty was only 46. It was significant 
that the 42 Senators who voted “nay” 
included 22 of the President’s own 
party. While some of the Democratic 
votes in opposition came from Senators 
from the Atlantic seaboard, influenced 
by local apprehension lest their com- 
mercial interests be harmed, neverthe- 
less the incident as a whole was a con- 
crete and undeniable interruption of the 
willingness of the Senate, and even of 
the President’s own party in the Senate, 
to accept Presidential recommendation 
as a sufficient reason for enacting legis- 
lation. 

The most conspicuous departure by 
Congress from President Roosevelt’s 
will was the passage of a bill over his 
veto—the first time this has occurred, 
and a thing which, a year before, would 
have been regarded as unthinkable. 

The bill was one which increased the 
compensation of veterans and the pay 
of Government employees. As an inter- 
ruption of the disposition of Congress to 
do the President’s will, passage of this 
measure over the President’s veto 
pleased many who had deplored the 
year of surrender by Congress to the 
executive. But some of the same persons 
who felt this pleasure felt also that 
Congress’ action meant an increase in 
Government expenditure, felt that it 
reflected unwillingness of Congress to 
practice economy to as great an extent 
as the President was willing to lead. 

This whole episode is widely misun- 
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derstood. Congress did not impede 
economy as seriously as is generally 
thought. At the same time President 
Roosevelt’s courage and initiative has 
gone farther than that of any other 
President in our history in the direction 
of economy within one restricted area, 
the successful reduction of compensa- 
tion to veterans. Had Mr. Roosevelt 
continued to be as economical in all 
fields as the beginning he made in this, 
and had his policies generally been con- 
sistent with this, the story today might 
have been different. 


BEGINNING MARCH, 1933 


THE complete story of this incident 
begins more than a year ago. Mr. 
Roosevelt, within three days after his 
inauguration last year, sent to Congress 
a measure which, taking advantage of 
the psychology of the time, he called 
“A Bill to maintain the credit of the 
United States.” Under this title Mr. 
Roosevelt asked Congress to give him 
power to reduce the pay of Government 
employees and to reduce the compensa- 
tion of veterans. Congress, in an over- 
whelming acceptance of Mr. Roosevelt’s 
leadership at that time, gave him the 
powers he asked; the vote in the House 
was 266 to 138, in the Senate 62 to 13. 

Then, a year later, Congress, with 
equal decisiveness, acting upon the 
same subject matter, rejected the Presi- 
dent’s leadership by a vote of 310 to 72 
in the House and 63 to 27 in the Senate. 
As a reversal of the relations between 
President and Congress, the two votes a 
year apart compose a sensational con- 
trast. It raises the question whether, had 
Mr. Roosevelt followed during the in- 
tervening year a course different from 
the one he did, he would have been able 
to retain that ascendancy over the 
thought of the country and over Con- 
gress which would have caused Congress 
to do his will as freely in March, 1934, as 
it had in March, 1933. The whole inci- 
dent calls for understanding, and this 
requires that the story be told with 
some completeness. 

Mr. Roosevelt, as soon as he was 
armed with the power Congress gave 
him in March, 1933, reduced the pay of 
Government employees by 15 per cent, 
and twice renewed the cut, keeping it in 
effect more than a year, until the day 
Congress reversed him. 

At the same time, Mr. Roosevelt re- 
duced also the compensation of veter- 
ans by an amount which, speaking 
roughly, was 30 per cent. Later he, of 
his own initiative, restored some of the 
cuts he had made, but his restorations 
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were not seriously material. Still later, 
Congress, as I have recited, undid some 
of Mr. Roosevelt’s cuts. But—and this 
is the point on which there is much mis- 
understanding, and on which justice 
needs to be done to Congress—the res- 
torations of veterans’ compensation 
that Congress made were by no means 
the whole of the cuts Mr. Roosevelt had 
made. As of today, as the net of the 
whole series of actions, 517,000 veterans 
are removed from the pension roll who 
were on it when Mr. Roosevelt took 
office. And in other cases, where Con- 
gress made restorations, the restora- 
tions were only 75 per cent of what the 
compensation had been when Mr. 
Roosevelt took office. 

As the sum of the whole series of ac- 
tions, two statements can be made, one 
about Mr. Roosevelt and one about 
Congress. 

As respects Mr. Roosevelt, he has 
done what no President or party leader 


has ever done before. He has disproved 
what had always been regarded as an 
axiom of politics. The axiom was that 
no rate of compensation, once voted to 
veterans, had ever been reduced or ever 
could be; and that no group of veterans, 
once placed on the pension roll, ever 
had been or ever could be removed. 
(There was an immaterial exception 
having to do with veterans of the Revo- 
lutionary War in 1820). Through Mr. 
Roosevelt’s courage and persistence, 
this axiom is no longer valid; and vet- 
erans’ compensation is today taking 
some $250,000,000 less from the Federal 
Treasury than it had been taking when 
Mr. Roosevelt became President last 
year. 

As respects Congress, the extent to 
which it undid Mr. Roosevelt’s economy 
has been greatly exaggerated. Nearly 
half the cuts Mr. Roosevelt originally 
made are still in effect untouched by 
Congress. Much of what Congress did 
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was merely to give statutory status to 
restorations which Mr. Roosevelt him- 
self had made of his own earlier cuts. 

In the net, it is a fair judgment that 
the value to the country of Congress’ 
resuming its normal functioning is much 
greater than the detriment to the coun- 
try of its restoring a comparatively 
small part of the compensation of vet- 
erans which Mr. Roosevelt had cut. 

I have been writing of evidences that 
by the end of Mr. Roosevelt’s first year 
the New Deal was waning in vitality, 
subsiding in popularity with the coun- 
try and with Congress. In one respect, 
the ebbing took the form of a deliberate 
retreat, the decision to retreat being in- 
spired, one suspects, by consciousness 
on the part of the Administration that 
the New Deal had become less agreeable 
to the public. 

The most drastic section of N.R.A. 
is the provision that the President, in 
his discretion, may put the whole of any 
industry under a system of Presidential 
licenses; that thereafter no business 
concern within such industry may op- 
erate without a license; and that the 
President may “suspend or revoke” 
any such license at will. (He must hold a 
hearing but he is the sole judge of the 
evidence.) And finally that any person 
doing business without a license shall 
upon conviction “be fined not more 
than $500 or imprisoned not more than 
six months, or both, and each day such 
violation continues shall be deemed a 
separate offense.” 

This is the power of economic life or 
death over every business man. It is the 
“teeth” of N.R.A.—at least it is the 
sharpest and biggest of the teeth— 
there are some others. At the time 
N.R.A. was enacted, this provision was 
recognized as the one going farthest 
against the American habit of mind 
about justice and about the rights of the 
individual as against the Government. 
It was shocking to the common feeling, 
even in the abnormal popular psychol- 
ogy prevailing at the time N.R.A. was 
enacted, in June, 1933. 

Because of the extreme quality of 
this provision, there had been hesitancy 
on the part of many Senators to vote 
for N.R.A. In the end a compromise 
was effected. N.R.A. as a whole was 
enacted with a statutory life of two 
years. This one licensing provision, how- 
ever, was limited to a life of one year 
from the date of enactment, that is, 
to June 16 of the present year. As the 
date of expiration of the licensing pro- 
vision approached, N.R.A. Administra- 
tor General Hugh Johnson announced 
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that he would not ask Congress to ex- 
tend it. At the time this is written, Gen- 
eral Johnson’s announcement had not 
been changed by himself nor over-ruled 
by the President. 

The early action of Mr. Roosevelt in 
drastically reducing government ex- 
penditures by reducing compensation of 
veterans and pay of Government em- 
ployees—that was not New Deal. It 
was old-fashioned, orthodox manage- 
ment of the country’s affairs. 

But immediately after this earliest 
step he began a series of actions about 
which, as a whole, two statements can 
be made. Several of these actions ran 
directly counter to the reduction of 
Government expenditures (which was 
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the characteristic of the first step). And 
many of the subsequent steps, com- 
prising the New Deal as a whole, not 
only ran counter to the first step but 
ran counter to each other. They made 
no pattern. By the end of little more 
than a year, the spectacle of some pol- 
icies neutralizing other policies was such 
as to cause Mr. Walter Lippmann, re- 
cently, to speak of “the economy of 
Bedlam”. 

While Mr. Roosevelt was initiating a 
drastic reduction in pay of Government 
employees and compensation of veter- 
ans, and while he was consistently and 
courageously standing by these reduc- 
tions for more than a year, he was at the 
same time initiating a new principle and 
practice, likely to cost much more than 
the savings he had effected. The princi- 
ple is, speaking broadly, that the Fed- 
eral Government shall accept final re- 
sponsibility for relief of unemployment, 
a responsibility which habitually here- 
tofore had rested on state or local units 
of government. In living up to this vol- 
untarily accepted obligation, the Ad- 
ministration expended some billions 
partly in direct relief, partly in supple- 
ment to relief extended by states and 
cities. Mr. Roosevelt during his cam- 
paign for the Presidency had created an 
impression which, as the popular mind 
understood it, did not differ materially 
from an assertion that the Federal Gov- 
ernment owes every man a job and a 
living whenever the job and the living 
are not supplied from other sources. In 
carrying out this idea, more billions 
were spent. (CONTINUED ON PAGE 73) 


Some Governmental phenomena of 1934 (right) seem 
very much like their 1926 counterparts (left) 
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Incredible Silver 


N all history there has never been 
like this so-called silver 
issue. Consider one small detail 
only. The number of nations that use 
silver as basic money is a simple matter 
of known fact. It is reported in every 
almanac, in dozens of Government doc- 
uments, in hundreds of books and arti- 
cles. The Chinese are the only peoplewho 
use silver, and the Chinese are about one- 
fifth of the world’s population and have 
about 2 per cent of the world’s trade. 
What would you think if day after 
day the papers carried quotations from 
eminent men saying that buttermilk is 
the standard money of a third or a half 
of the world’s population, and therefore 
that a rise in the price of buttermilk 
would revive the trade of the world? 
It happens that this absurdity would be 
a little nearer the truth than the same 
statement about silver. While neither 
buttermilk nor silver is used by any 
economically important part of the 
world, a rise in buttermilk prices would 
not affect international trade, but a 
drastic rise in silver prices would greatly 
injure China and to that small extent 
reduce world trade. When able and ex- 
perienced currency experts are confused 
about silver, what chance is there for 
the masses of the people, who get their 
judgments on the issue from the Rev. 
Coughlin, Will Rogers, Raymond Mo- 
ley, Senator Wheeler, Harry Elmer 
Barnes and the Chairman of the Com- 
mittee for the Nation? 
Silver is not a currency issue. It is a 
political issue. It is not a monetary 
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problem. It is a problem in propaganda. 
It is not a question of industry or trade. 
It is a question of the capacity of a 
democracy to govern itself. Books of a 
thousand pages have been written on 
the subject. To an audience of intelli- 
gent bankers the story can be told in a 
thousand words. It will be assumed that 
you already know that for a single na- 
tion bimetallism will not work, that no 


“Jefferson and Hamilton established our coin- 
age, with bimetallism at a ratio of 15 to 1, solely 
because at that time every other nation had the 
same system.” The picture shows the first 
Cabinet—Knox, Jefferson, Hamilton and Ran- 
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nation in the world has bimetallism, 
that the adoption of bimetallism at a 
ratio favorable to silver will immedi- 
ately destroy the gold standard, and 
that international bimetallism is not 
now a possibility. And one word of 
warning. To understand the silver ques- 
tion it is necessary to understand the 
coinage history of this country. If you 
are not willing to learn this dull and dry 
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page from your country’s history, do 
not venture into this muddy field of sec- 
tionalism, propaganda, and _ political 
trickery. On the next page there is a 
brief outline of silver measures. If you 
do not know exactly what each of these 
measures did, keep off the radio and the 
printed page. 

For a thousand years the world strug- 
gled with bimetallism. One at a time all 
the nations abandoned it as a failure— 
England, France, Germany, Russia, 
Japan, Argentina, Mexico, India and all 
the rest, save China. In 1792 Jefferson 
and Hamilton established our coinage, 
with bimetallism at a ratio of 15 to 1, 
solely because at that time every other 
nation had the same system. It was a 
complete failure, so much so that in 
disgust President Jefferson suspended 
the coinage of the silver dollar in 1806, 
and its coinage was not again permitted 
for 30 years. From 1792 to 1834 this 
country depended almost entirely on 
banknotes and foreign coins. 

In 1834 the ratio was changed to 
16.002 to 1 and in 1837 to 15.988 to 1. 
This is the famous 16 to 1. At this ratio 
the silver in a dollar was worth, in the 
next 40 years, from $1.01 to $1.05, and 
silver could not be coined. The laws of 
1834 and 1837 put this country com- 
pletely on the gold standard. It has 
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been on the gold standard ever since. 
Because of the gradual exhaustion of 
foreign coins and the negligible coinage 
of silver at our mints, the country was 
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gradually starved of all small change. 
In 1853 Congress abolished bimetallism 
for all silver coins below the dollar and 
made them subsidiary, mere ‘‘ tokens” 
like copper cents. Through a foolish 
oversight that later caused a national 
tragedy an incompetent Congress failed 
to take any action about the silver dol- 
lar, at the time a coinage curiosity, too 
clumsy to be made subsidiary. In 1869 
two Treasury employees undertook a 
revision of all the scattered coinage 
laws. In the bill the absolutely unknown 
silver dollar was dropped from coinage. 
The bill was before Congress from 1869 
to 1873. The dropping of the dollar was 
occasionally mentioned, but in all those 
years not one member of Congress ever 
questioned it. 

Thus we have three essential facts, 
that bimetallism never was in practical 
operation in this country, that from 1792 
to 1934 our silver coinage has never been 
used as the nation’s basic money, and 
that the 16 to 1 ratio has never had any 
significance in American history. But 
when in an unguarded moment I turn on 
my radio on a Sunday afternoon I hear 
a roaring voice declaring that in 1873 
English bankers sent $500,000 to Wash- 
ington to bribe Congress to steal from 
the common people their cherished sil- 
ver dollars. 

One of the unhappiest events in 
American history occurred in 1874. The 
price of silver went down. There had 
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Silver in the United States 


1792—Bimetallism at 15 to 1. (A failure) 

1834, 1837—Bimetallism at 16 to 1. (Put country on gold standard) 
1853—Silver made “token” money. 

1873—Confirmation of gold standard existing since 1834. 
1878—Bland-Allison Act. (A subsidy for silver) 

1890—Sherman Act. (A larger subsidy for silver) 


1893—Repeal of Sherman Act. 


1900—Pledging of country to gold standard. 
1918—Pittman Act. (A subsidy for silver) 
1933—Thomas Act and silver purchase order. (Two subsidies for silver) 


been wild speculation in Nevada silver 
shares, both in and out of Congress. 
When the world market ratio went 
above 16 to 1 the silver interests made a 
discovery. It was that if the law of 
1873 had not dropped the silver dollar, 
a smelting company could take 90 or 
95 cents’ worth of silver bullion to the 
mint and have it coined into a dollar. 
In other words, if they could by politi- 
cal manipulation restore that 16 to 1 
ratio, which had never been in effect 
and was now a dishonest ratio that 
would destroy the gold standard and 
American finance, an unearned profit 
for silver miners could be obtained, for 
a little while, at the expense of the na- 
tion’s solvency. They set about getting 
this profit through politics, and for 60 
years they have never relaxed the 
effort. 

They have never quite achieved 
bimetallism at 16 to 1. But they have 
been very near to it. Failing in this 
attempt, they have managed to bludg- 
eon out of the Government, at inter- 
vals, direct subsidies for silver. In every 
case they have done this under cover 
of war, depression or political crisis. 
In 1878 they got the Bland-Allison Act. 
This was a simple measure. It merely 
ordered the Government to buy $24,- 
000,000 to $48,000,000 of silver bullion 
annually and coin it into dollars. The 
amounts just equalled the probable 
output of the American mines. The 
Treasury flatly refused to buy more 
than the minimum amount. But the 
subsidy encouraged production. So in 
1890 the Sherman Act contained a pro- 
vision which, simply expressed, forced 
the Government to double its purchases. 

It is essential to understand the na- 


ture of these dollars that were coined 
from this bullion. They were full legal 
tender and were coined at the old weight 
which made their ratio to gold 16 to 1. 
But the value of silver was falling stead- 


NEWS IN 1900 


**Congress pledged this 
country to the gold 
standard. The adven- 
ture in subsidizing sil- 
ver gave the country a 
panic and left as a 
legacy a liability for 
redemption of over 500 
million dead and bur- 
ied dollars, worth less 
than 50 cents apiece.”’ 
The picture, from Har- 
per’s Weekly, shows a 
Washington corre- 
spondent interviewing 
a Congressman 
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ily, and the actual value of the silver 
dollar was anywhere from 40 to 70 
cents. The coins were thus debased and 
dishonored pieces, forced upon the peo- 
ple by a venal statute. The people 
would not have them. The population 
of the West accepted them for “pa- 
triotic” reasons, and the Southern ne- 
groes, at that time unable to read, pre- 
ferred them to notes. But the bulk of 
them poured back into the Treasury, 
alarming the Government. So a clever 
scheme was devised, to issue a ware- 
house receipt for each dollar, bury the 
dollar in the vaults and pass the certifi- 
cate out to the people. In this way the 
Government could get rid of them. If 
you have a dollar bill in your purse, it is 
a silver certificate. It entitles you to 
ownership of a useless and debased coin 
that has been lying in the dust of the 
Treasury vaults for 40 or 50 years. 
Passing the dollars over to the people 
did not save the Treasury. The certifi- 
cates inflated the currency and drove 
out an equal amount of gold. The finan- 
cial world became frightened. In the 
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fall of 1893 India went off the silver 
standard. A wild panic ensued in New 
York, developing into the tragic de- 
pression of 1893 to 1897. The Treasury 
narrowly escaped insolvency. In hu- 
miliation Congress repealed the Sher- 
man Act. 

But the silver interests were not 
through. They re-opened the fight for 
bimetallism. The nonsense about “the 
crime of ’73”, Coin Harvey and the 
Bryan campaigns were some of the re- 
sults. By a narrow margin sanity pre- 
vailed. In 1900 Congress pledged this 
country to the gold standard. The ad- 
venture in subsidizing silver gave the 
country a panic and left as a legacy a 
liability for redemption of over 500 
million dead and buried dollars, worth 
less than 50 cents apiece. This liability, 
a menace to Treasury solvency, is con- 
stantly referred to by the silver bloc as 
the “auxiliary silver reserve’’. 

In 1918 war conditions drove the 
price of silver to unprecedented heights. 
England badly needed silver and bought 
270 millions of the dollars and melted 
them. At one stroke we got rid of one- 
half of this useless and dangerous mass 
of dead silver. But in the confusion of 
war measures the Pittman Act was 
jammed through. It forced the Govern- 
ment to buy from American silver 
miners enough bullion to replace every 
ounce sold to England, and to pay $1.00 
per ounce for it. In the ensuing years, 
when silver was selling everywhere in 
the world for 65 cents an ounce, our 
Treasury was buying the metal at $1.00 
and piling the dollars back in the vaults. 
The actual cash gift to the silver 
interests, out of taxes, was about 


Silver Group 
Plans to Fight 
Despite Plea 
Of Roosevelt 


Senator King Is Sent 
to President to Insist 


That White Metal Be 
Made‘a PrimaryMoney’ 


AMERICAN BANKERS ASSOCIATION JOURNAL, May 1934 


KEYSTONE 


NEWS IN 1934 


**There is now before Congress an indescribable medley of bills at- 
tempting to do something more for silver. One of them calls for bi- 
metallism at 16 to 1, another for the purchase of 1% billion ounces. 
The others attempt to tie up a subsidy for silver with some such issue as 
the bonus or foreign trade.”’’ Above, Senators Thomas, King and Wheeler 


$70,000,000. The Government liability 
recreated was somewhere between 
$100,000,000 and $150,000,000. 

No opportunity for further plunder 
presented itself until the present depres- 
sion. President Hoover was hounded 
mercilessly by the silver bloc, but he 
resisted them valiantly. Their oppor- 
tunity came in 1933. So far they have 
accomplished the following: 

(1) A provision permitting the pay- 
ment of the allied debts in silver. 

(2) A provision in the Thomas Act 
authorizing the President to “restore” 
bimetallism at any ratio he thinks best. 

(3) A joint agreement between the 
United States and four other nations to 
buy a total of 35 million ounces an- 
nually. 

(4) An order by the President to buy 
24 million ounces as our share of the 35 
millions at a price of 6414 cents an 
ounce, 21 cents above the market price, 
the amount just covering the annual 
output of American mines. 

(5) A provision in the gold devalua- 
tion law permitting “devaluation” of 
the silver dollar in proportion to gold. 
In simple terms this is equivalent to 
authorizing a value of $1.6624 to $2.00 
for a silver dollar worth, at the present 


time, even in terms of the devalued 
gold dollar, about 35 cents. 

There is now before Congress an in- 
describable medley of bills attempting 
to do something more for silver. One of 
them calls for bimetallism at 16 to 1, 
another for the purchase of 114 billion 
ounces. The others attempt to tie up a 
subsidy for silver with some such issue 
as the bonus or foreign trade. All except 
the suicidal 16 to 1 proposal call for the 
coinage of more debased silver dollars 
to be piled in the vaults, and the issue 
of more certificates, mere fiat money, to 
the extent of the difference between the 
money value and the bullion value of 
the silver dollar. It is a question how 
long the poor old gold standard, already 
juggled, mutilated and suspended, can 
stand the strain. 

This is the story of silver in America, 
a story without parallel anywhere else 
in history. 

This writer has a solution of the silver 
problem. He recommends that the gov- 
ernment call a conference of the silver 
interests and offer complete surrender. 
Ask them what sum in cash they will 
take to withdraw from politics—and 
give it to them. Whatever they ask, the 
bargain will be cheap at the price. 
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Federal Examination of 
Trust Departments 


business in the banks of the United 

States it is not surprising that Fed- 
eral authorities are moving to make 
their supervision and control of such 
business commensurate with its volume. 
It may be surprising to many bankers, 
however, when they realize how com- 
plete such supervision and control may 
be under laws passed by Congress 
within the last year. For the purpose of 
strengthening the trust departments of 
all banks, both state and national, and 
standardizing their practices, three 
agencies of the Federal Government are 
acting in unison and cooperation for the 
establishment of a plan of examination 
and control of such institutions, which 
is new in conception, new in its thor- 
oughness and more or less new in 
personnel involved. Also it is decidedly 
new in the comprehensiveness with 
which these combined agencies are to 
supervise if not dominate this branch of 
the banking business. 

Trust authorities in the office of the 
Comptroller of the Currency, in the 
Federal Reserve banks and in the Fed- 
eral Deposit Insurance Corporation are 
engaged at the present time in working 


[ view of the growth of the trust 


STATE MEMBER BANKS 


By GEORGE E. ANDERSON 


out a system of special examinations for 
the trust departments of banks which, 
with slight if any variation in the case 
of each authority, will be applied by 
their representatives to all banks com- 
ing under their respective jurisdictions. 

The Comptroller of the Currency, as 
the officer of the Government in charge 
of national banks, will apply the new 
plan of examination to the national 
banks. The Federal Reserve banks will 
apply the plan to state banks which are 
members of the Reserve System, while 
the Federal Deposit Insurance Corpora- 
tion will apply it to state banks which 
are not members of the Reserve System 
but which are members of the insurance 
corporation. If there is any bank in the 
United States with a trust department 
which does not come under one of these 
three authorities it will be a rara avis, 
indeed. Concurrently with one or more 
of these Federal authorities the state 
superintendents of banking will con- 
tinue to exercise their examining and 
supervisory authority over the trust as 
well as the commercial departments of 
the state banks within their jurisdic- 
tion. 

Primarily, this new move on the part 


Mr. Black 


‘**The Federal Reserve banks will apply the plan to state 
banks which are members of the Federal Reserve Sys- 
tem. . . . Each Federal Reserve bank at the present 
time is building up as rapidly as possible a special ex- 
amining board for trust departments and trust institu- 
tions, with a specially trained personnel. Much progress 
has already been made along this line in the New York, 
Boston, Chicago and Atlanta districts, but the system 
of special examinations and examiners is being applied 
in all Reserve districts as rapidly as possible.” 


of the Federal Government is in the 
interest of thoroughness. Incidentally, 
but importantly, it also has as its object 
a certain amount of standardization or 
uniformity of practice in trust depart- 
ments for the purpose of better control 
of investments, the avoidance of dan- 
gerous or unsound methods of handling 
trusts, the prevention of abuses in the 
use of trust funds and for the promotion 
of a sounder, healthier condition in the 
trust business of banks. No new legisla- 
tion is proposed since none is needed— 
at least for the present. These various 
agencies of the Government already 
have ample powers. They merely pro- 
pose to use these powers with more 
thoroughness and to better advantage. 

Under the various laws governing the 
exercise of trust powers by banks as 
heretofore administered there has been 
the utmost confusion as to the objects 
and methods of supervisory examina- 
tions, and incompleteness as to the 
manner in which the latter have been 
conducted. There has been uniformity 
in the examination of national banks 
under the Comptroller, but these ex- 
aminations have been incomplete and 
often unsatisfactory, partly by reason of 
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a lack of specialized knowledge of the 
trust business on the part of the ex- 
amining officer. 

National bank examiners, naturally, 
have been trained chiefly in commercial 
bank practices for the purpose of highly 
technical and thorough examination of 
the principal business of the institutions 
they examine. For several years after 
the first fiduciary permit was issued to a 
national bank in 1915, the trust de- 
partments of the banks constituted a 
small and unimportant part of their 
business, and a lack of technical knowl- 
edge of the trust business, while a 
source of regret, was not considered a 
serious handicap. 

The tremendous growth of the trust 
business of the national banks as a 
whole in recent years, however, has 
given the matter an entirely new aspect. 
Starting with nothing in 1915, reaching 
total assets in individual trusts amount- 
ing to $973,000,000 and corporation 
bond and note trusts of $2,464,000,000 
ten years later, the national bank trust 
departments at the end of the last fiscal 
year held $6,311,657,753 assets of in- 
dividual trusts and $10,418,426,937 of 
corporation bond and note trusts. The 
examination and superintendence of 
such a business, especially in the trust 
departments of banks in the larger 
cities, which hold nearly 90 per cent of 
the individual trust business and al- 
most all of the corporation trusts, has 
become a highly important matter, 
necessitating far more elaborate meth- 
ods and highly trained personnel. 

The situation among the member 
banks in the Federal Reserve has been 
even more unsatisfactory. For national 
bank members the Reserve authorities 
have usually depended upon the ex- 
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‘*The Comptroller of the Currency, as the officer of the 
Government in charge of national banks, will apply the 
new plan of examination to the national banks. .. . 
The Comptroller is developing a larger force of exam- 
iners highly trained in the technique of trust depart- 


ment examination.”’ 


aminations made by representatives of 
the Comptroller. For state member 
banks—a class which includes some of 
the largest trust companies and banks 
with trust departments in the country 
—they have been compelled to rely 
largely upon state examining authori- 
ties. In some of the states the examina- 
tions of trust departments in the state 
banks have been as satisfactory, or 
unsatisfactory as the case may be, as 
the examinations of national banks by 
the Comptroller’s representatives, but 
in many of the states the examinations 
have been highly perfunctory. Some of 
the state superintendents have been 
unable to report to the Reserve authori- 
ties much more than the total of trust 
assets held by the banks under their 
jurisdiction. Little knowledge has been 
obtained of the methods of handling 
trusts, and in some of the states pre- 
cautionary control of trust functions is 
known to be very weak. This has been 
due partly to inadequate state legisla- 
tion but more importantly to a lack of 
trained examining personnel. 

The Federal Deposit Insurance Cor- 
poration naturally has as much interest 
in the sound administration and control 
of trusts in banks which are its members 
as in any other branch of the banking 
business. In state banks which are not 
members of the Reserve System there is 
uncertainty as to how large the trust 
business really is, how the trusts are 
administered and what bearing they 
have upon the soundness of the banks 
from a deposit insurance standpoint. 
The corporation can rely upon the 
Comptroller and the Federal Reserve 
authorities for reports concerning banks 
within their respective jurisdictions, but 
with respect to other banks the corpora- 


tion must fend for itself. In doing this 
the corporation closes the last gap in a 
comprehensive examination system cov- 
ering all banks in the country. 

The chief problem of the combined 
systems of examinations is that of the 
examining personnel. Such experts in 
the examination of trust departments 
as have been available have been in the 
Comptroller’s office. Compared with 
the mounting totals of trust business 
handled by the banks under the Comp- 
troller, their number and training have 
been inadequate. Since the trust busi- 
ness in large volume is comparatively 
new in national bank work the Comp- 
troller’s office also has been compelled to 
feel its way in the matter of methods of 
examination and the standards by 
which the condition of trust depart- 
ments could be measured. 

The uniform schedule now being 
worked out by the three Federal agen- 
cies is expected to embody the experi- 
ence of the Comptroller’s office in 
dealing with national bank trusts to- 
gether with additional information, as 
planned for some time. The Comp- 
troller is developing a larger force of 
examiners highly trained in the tech- 
nique of trust department examination. 

Difficulties of the Federal Reserve 
authorities in this line have been far 
more serious than those of the Comp- 
troller’s office. Heretofore, whenever it 
was felt that there was need of a thor- 
ough examination of the trust depart- 
ment of a state member bank, or in the 
case of large state banks with very 
large trust departments, examiners 
have been borrowed from the national 
bank system. The Banking Act of 1933, 
however, has imposed new and highly 
important functions upon the Reserve 
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System in this and related matters. 
With the increasing number of member 
banks not in the national system and 
the increase in the trust business gen- 
erally, the Reserve authorities have 
found it necessary to establish a new 
and comprehensive system of their own. 

Each Federal Reserve bank at the 
present time is building up as rapidly as 
possible a special examining board for 
trust departments and trust institu- 
tions, with a specially trained person- 
nel. Much progress has already been 
made along this line in the New York, 
Boston, Chicago and Atlanta districts, 
but the system of special examinations 
and examiners is being applied in all 
Reserve districts as rapidly as possible. 

For the Federal Deposit Insurance 
Corporation the whole proposition is 
new and an entirely new organization 
must be built up. This is being done as 
rapidly as possible in connection with 
and largely supplemental to the organ- 
izations in the Comptroller’s office and 
the Federal Reserve System. The size 
and number of non-member state 
banks handling trusts are not large, 
though trusts may be important in the 
case of each bank in its relation to the 
insurance corporation. It is considered 
of special importance, however, that all 
such banks be brought into a compre- 
hensive system of trust department 
examination in the interest of fairness to 
other banks as well as sound banking in 
general. In the trust business, in short, 
there is to be something akin to a uni- 
form if not a unified system of banking 
in the United States. 

With the introduction of a more 
highly trained personnel in the work of 
examining trust departments it may be 
assumed that there will be a consider- 


STATE NON-MEMBERS 
BELONGING TO F.D.I.C. 


able change in methods of examination. 
It may also be assumed that, in line 
with instructions already given by the 
Comptroller for the examination of 
trust departments of national banks, 
the new combined examination system 
will look first of all to the character of 
the management of trust departments 
and to the manner in which various 
trusts are being administered as well 
as to the substance administered. In 
other words, the authorities are looking 
for efficiency as well as conformity to 
law. Present examinations of national 
bank trust departments look first of all 
to see that all trust assets turned over 
to the trust department are intact and 
are held by the bank in its fiduciary 
capacity; that the income on trusts has 
been collected and properly distributed 
to the beneficiaries; that distribution of 
principal has been properly made where 
it is called for; that the income of the 
department is properly accounted for 
to the bank; and that the assets of the 
department properly reflect lawful and 
efficient management of the trusts 
committed to it. 

It is expected that the new instruc- 
tions to examiners will go much further 
along the same line and include a more 
thorough examination and analysis of 
the investments which have been made 
for account of the various trusts to 
determine their desirability and present 
worth and such details as checking the 
value of bonds deposited with the trust 
department to secure deposits of trust 
funds in the banking department. The 
Banking Act of 1933 places new re- 
sponsibilities upon the Federal Reserve 
authorities with respect to the relations 
of banks, including their trust depart- 
ments, with their affiliates, security or 


Mr. Crowley 


The Federal Deposit Insurance Corporation will apply 
the trust department examination plan to state banks 
which are not members of the Reserve System but 
which are members of the deposit insurance corpora- 
tion. ‘“‘For the Federal Deposit Insurance Corporation 
the whole proposition is new and an entirely new organ- 
ization must be built up. This is being done as rapidly 
as possible in connection with and largely supplemental 
to the organization in the Comptroller’s office and the 
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otherwise. To meet these responsibili- 
ties the Reserve authorities, together 
with the Comptroller’s office and the 
deposit insurance corporation, will nec- 
essarily require a thorough examina- 
tion of all such relations, the nature of 
trust investments as affected by the 
business of security affiliates, and all 
matters involved in the intricate busi- 
ness built up in recent years in connec- 
tion with affiliates of every sort. 

A uniform system of examination for 
trust departments in all banks also 
tends toward considerable standardiza- 
tion in the administration of trusts and 
in the nature and proportion of invest- 
ments under similar conditions. 

For several years the Comptroller’s 
office has been compiling comprehensive 
data as to all trust investments in 
various types of banks of various sizes 
and in towns and cities of various popu- 
lations. Annual reports show, for ex- 
ample, what proportion of trust assets 
is in bonds, what in real estate mort- 
gages, what in stocks and so on, in 
banks of several classifications and in 
different sized cities. Thus averages can 
be established and have been found to 
vary little from year to year in the 
respective classes. Accordingly, when an 
examiner finds a trust department in a 
bank with investments much out of line 
with the established proportion the 
reason therefor will be sought—not 
necessarily to cut the man to fit the suit 
but to secure assurance that the trusts 
are managed upon sound and accepted 
principles. 

There is also a disposition on the part 
of the authorities to see to it that the 
individual trusts under private contract, 
which now constitute 80 per cent as 
compared (CONTINUED ON PAGE 73) 
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The Downward Trend 


Of Interest 


HE President of the United States 

thinks that interest rates ought to 

be lower. Various authorities at 
home and abroad think that they will 
be lower, perhaps stabilized for lead- 
ing financial countries at a basic rate of 
around 2!% per cent, as suggested by 
John Maynard Keynes. Leading men in 
American financial markets look for 
lower rates. As a matter of actual fact 
rates are now much lower than they 
have been since the World War. Whether 
current low levels are permanent, how- 
ever, is a different matter. There are 
many reasons for them at the present 
time, and there are several good rea- 
sons why they may be lower in the 
future. Money, however, like the wind, 
“bloweth where it listeth.” It comes 
and goes in response not only to open 
demand but also to hidden, subtle, 
intangible influences, and as it comes 
and goes interest rates respond ac- 
cordingly. 

Superficially, Governmental mone- 
tary and credit policies are the chief 
factors in interest rates. More fun- 
damentally, the rate of saving and 
wealth accumulation is the chief factor, 
since, as is evident, new capital com- 
ing into the market from savings tends 
to an increased supply of investment 
funds with resulting lower rates, while 
in periods when savings are small 
or disappear money rates tend to rise. 
Profits from industry, agriculture and 
commerce also affect interest, high 
profits tending to increase the de- 
mand for funds and to draw money 
from loans to investments, while low 
profits tend to decrease such demand 
and at the same time turn investment 
funds into loan channels. Present 
monetary and credit policies of gov- 
ernments all over the world favor 
lower interest rates, and this factor is 
emphasized by low profits in industry 
and commerce. Whether a_ business 
revival and a consequent increased 
demand for credit, coupled with a 
lower rate of saving and wealth ac- 
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Rates Of Interest Charged Customers 


By Banks In Principal Cities 


Banks in New 
York City 
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cumulation, will be enough to overcome 
Governmental policies seems to be the 
crux of the matter at the present time. 

In the American, as in most other 
leading money markets, there are all 
sorts of loans and all sorts of interest 
rates, but the general course of the 
latter can usually be determined by 
rates charged for long term Govern- 
ment borrowing, for open market 
money which can also be measured 
largely by the Government’s short 
term borrowing, and rates charged 
customers by the banks of the coun- 
try. Interest rates on all classes of loans 
move up and down more or less in 
unison but in widely varying degrees. 
Which class can be considered the best 
measure of fundamental credit condi- 
tions is subject to considerable differ- 
ence of opinion. Government long 
term rates are influenced by factors 
not strictly of a credit nature, as the 
use of such securities for a currency 
base. Open market rates, Govern- 
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mental and otherwise, are more sensi- 
tive to current credit conditions but 
are more ephemeral, and while open 
market financing is used in almost all 
lines of industrial and commercial 
activity its interest rates are especially 
subject to speculative influences. For 
these and other reasons bank loans are 
probably the best measure of normal 
credit conditions, and, of these, cus- 
tomers’ loans, which constitute about 
90 per cent of all bank loans, are the 
most significant as representing the 
most direct contact between capital 
and the great mass of the country’s 
producers. 

The trend of interest rates for cus- 
tomers’ loans by banks since the World 
War is highly significant. It is indicat- 
ed in the accompanying table. 

These rates are the yearly average 
of monthly averages as reported by 
banks to the Federal Reserve Board. 
The monthly averages are based upon 
rates reported for three types of cus- 


Year 
1920........ 6.74 6.75 
6.75 7.82 
5.48 6.14 
5.50 5.94 
5 5.71 
5.58 
1926........ 5.61 
1927........ 5.59 
19268... 
1930........ 
1932). 


FEDERAL MONETARY 
POLICY 


it may be admitted that Federal 
financing since 1931 and at the present 
time is in a transitional stage, and there 
is not much doubt that, if present un- 
certainties as to monetary and fiscal 
policies were removed, the Treasury 
would be able to float long term issues 
without difficulty at rates close to if not 
the equal of the 3 per cent rate reached 
in 1931... the rate of 21% per cent 

. might be reached.” The picture 
shows Secretary Morgenthau and Sen- 
ator Pat Harrison, chairman of the 

Senate Finance Committee 


tomers’ loans—commercial loans and 
demand and time loans on securities. 
They are weighted with respect to the 
relative importance of each of these 
three types of loans, the relative im- 
portance of each reporting bank and 
the relative importance of each city in 
each group. However, they are not 
weighted with respect to the amount 
of loans outstanding at particular 
times during each year or as between 
the several years. 

There are, of course, all sorts of 
factors which brought about these 
variations, but all of them can be in- 
cluded in the terms “supply” and 
“demand”. At the time of the high 
rates in 1920 the demand for credit 
was particularly strong on the part of 
both business and the Government, 
while the supply, though not exactly 
limited, was restricted somewhat by a 
comparatively small gold stock. In the 
following decade not only did Govern- 
ment demands fall off, but the amount 
of outstanding credit for the Govern- 
ment also declined tremendously, throw- 
ing great quantities of possible credit 
upon the market. Much of this avail- 
able credit was taken up. Demands for 
business credit greatly increased, cul- 
minating in the speculative move- 
ment of 1928-1929, which pushed up 
interest rates in spite of a greatly 
increased supply of money and of credit 
based upon much larger gold stocks 
and greatly advanced property values. 

Following the collapse of the specu- 
lative market in 1929, demands for 
credit for business more or less rapidly 


declined, while the credit demands of 
the Government increased rapidly, 
especially after 1930. Although the 
Government has borrowed around $10,- 
000,000,000 since the low point of its 
post-war debt in 1930, its borrowings 
have not kept pace with the falling off 
in bank credit, and an_ increasing 
amount of loose funds have come 
upon the market. As against the 
Government’s ten billion borrowing, 
total loans of all banks in the United 
States slumped from $41,376,000,000 on 
June 30, 1929, to $22,215,000,000 on 
June 30, 1933, in licensed banks only, 
an indefinite amount also being held 
by unlicensed banks and banks in the 
course of liquidation. During these 
changes there has been at all times a 
sound basis for almost unlimited credit 
if it had been called for with the offer 
of proper security. The falling off in 
bank loans, either from a lack of de- 
mand or a lack of demand which the 
banks could properly meet, has natu- 
rally left a great volume of bank credit 
available, with a tendency to depress in- 
terest rates. This tendency has been em- 
phasized by the open market and bond 
buying policy of the Reserve banks. 
The most notable effect of this 
plethora of funds has been upon open 
market rates for money, promptly 
reflected in Government borrowing. 
In the autumn of 1930, Government 
receipts so fell behind revenue that the 
Treasury commenced to borrow on 
short term at extremely low rates of 
interest. Later it attempted longer 
term issues and in 1931 most of its 


borrowings were in 10-, 15- and 20-year 
bonds at 334, 34 and 3 per cent, 
respectively. The last issue rather 
promptly went to a heavy discount 
and thereafter most of the Govern- 
ment’s borrowing has been in short term 
securities at low rates. Open market 
rates as represented by the rates on 
15-day acceptances fell from an average 
of about 5 per cent in 1929 to less than 
1 per cent in mid-1932 and as low as 
3g per cent in January, 1933. They 
have varied but little ever since, and 
the Government has been able to place 
short term funds at corresponding 
rates. In 1932 about 80 per cent of the 
Government’s borrowings were in issues 
of less than one year, and 57 per cent 
were in the same category in 1933, the 
rest being in the intermediate cate- 
gories. The result has been that in spite 
of its demands upon the market the 
average interest rate paid by the Gov- 
ernment has steadily declined. The 
average rate on June 30, 1919, was 4.18 
per cent. By June 30, 1932, it had been 
reduced to 3.57 per cent and by the end 
of last June it stood at 3.35 per cent. 
The budget estimates for the next fiscal 
year indicate an estimated average rate 
of 2.589 per cent on all outstanding 
interest bearing debt of the Govern- 
ment, this rate being based, presum- 
ably, upon a continuance of short term 
financing as the predominant practice 
of the Treasury for some time to come. 

Recent longer term issues, rather in- 
termediate in their nature, have been 
placed, term and all considered, at 
rates slightly (CONTINUED ON PAGE 80) 
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An Unreliable Substitute 
For Bank Management 


R a quarter of a century or more 
American bankers have been aware 
of the increasing complexity of the 

laws, rules, regulations, administrative 
orders and local agreements which have 
hedged them about in the conduct of 
their institutions. No business, save 
perhaps that of insurance, has ever been 
the subject of so much extraneous con- 
trol as that of banking in the United 
States. Much of this control arises from 
the nature of banking, much is the re- 
sult of state systems of banks, while 
perhaps most of it is the result of efforts 
to make a coordinated and consistent 
whole out of heterogeneous patchwork 
of legislation covering a hundred years 
or more of national history. 

What once was complexity is becom- 
ing confusion. American banking tends 
more and more to operate along a well 
defined groove. It can hardly be said to 
have fallen into a rut through any fault 
of its own; rather, it has been forced 
into a rut by bankers themselves to 
some extent but chiefly by the Govern- 
ment in an effort to adapt the system to 
the needs of the time and to correct 
abuses which might often be corrected 
by other and more consistent means 
with less resulting complication. 

It is not so many years ago that the 
average bank was a one man institu- 
tion, administered by the chief execu- 
tive or, more often, by the chief stock- 
holder through that executive. As banks 
have become larger and their organiza- 
tion more complex this one man rule has 
given place to what may be termed an 
institutional regime. Great banks now- 
adays are controlled less by dominant 
personalities and more by an institu- 
tional organization or set-up operated 
under rules and regulations formulated 
after years of experience and with the 
accumulated wisdom of successive di- 
rectorates. 

Their functions are divided into vari- 
ous committee, departmental and exec- 
utive activities, coordinated in the 
directorate, which in the nature of the 
case can pass upon exceptional matters 
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only. In many respects the departmen- 
tal activities of great banks—loans, in- 
vestments, foreign exchange, collections, 
trusts, and so on—are almost independ- 
ent institutions. Branch banks are 
often less related to their parent institu- 
tion in managerial control than in 
ownership. These conditions are re- 
flected more and more in the set-up of 
smaller institutions. The result is that 
most banks of fair size are now operated 
more by rules than by personal judg- 
ment and responsibility, the rules and 
regulations tend to become more and 
more complicated, and many banks now 
find themselves in a straitjacket. 


Elaboration of internal organization 
has been matched by increasingly close 
relations with other banks, which in- 
volves more rules and regulations. 
Local regulations, established by mutual 
consent among the banks, by clearing- 
house associations and code organiza- 
tions, are merged into rules and 
regulations of state groups; state group 
regulations into regional regulations 
and finally into those of national or- 
ganizations. This vertical organization 
is impressive in its completeness. Most 
of it is the result of voluntary coopera- 
tion on the part of bankers in line with 
their experience. Undoubtedly on the 
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. . . from the practical banking standpoint the complexity of these 


regulations is both confusing and restraining. Few bankers can now 
know exactly where they stand with respect either to the law or to the 
various supervisory and control agencies.”’ 
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A Question of 
Too Many Cooks 


whole it works toward solidarity and 
to the benefit of the banking business 
and of the general public, in increased 
safety. 

But if there is any question as to the 
complexity of regulations of bankers 
themselves for the government of banks 
it pales into insignificance when com- 
pared with the system or, rather, sys- 
tems of banking control now set up by 
law. In this there is horizontal regula- 
tion to complete a three dimensional 
control. Banking has long been accus- 
tomed to governmental supervision, has 
long recognized the necessity for it and 
has long accepted it as a means of 
strength rather than as hampering 
regimentation. State banks accept as a 
matter of course the control of their 
business by state laws through state 
superintendents. National banks also 
accept as a condition of their doing 
business the supervision and control 
exercised by the Comptroller of the 


Currency. With the organization of the 
Federal Reserve System member banks 
also accepted, though perhaps not alto- 
gether without some misgivings, the 
degree of superintendence and control 
originally exercised by the Federal 
Reserve authorities. 

With the enactment of the Banking 
Act of 1933, however, new elements 
have been introduced. Out of the bank 
affiliate era have come regulations gov- 
erning bank relations not only with 
group and chain banks, their own secur- 
ity companies and holding corporations, 
but also with all sorts of concerns with 
which they may have become involved 
in the protection of interests previously 
acquired. 

They are told how much money they 
can spend on their banking plant, what 
property they may hold and what they 
may not hold, the minimum amount of 
money they can put into their business, 
what security issues they can handle 
and what they can not, who may be 
their directors and why, and so on. In 
the elucidation of the provisions of last 
year’s act there is growing up a formi- 
dable list of decisions, rulings, regula- 
tions and opinions from supervisory 
authority reaching into almost every 
phase of the banking business. 

Under the new law the Federal Re- 
serve authorities have been given cer- 
tain control over interest rates to be 
paid and interest rates to be charged; 
over the character of loans which may 
be made or rather which may not be 
made, and over a bank’s relations with 
foreign governments. Each of these 
powers involves new rules and regula- 
tions. A new authority has been intro- 
duced in the examining power of the 
Federal Deposit Insurance Corporation 
with its own set of rules and regulations. 
The Reconstruction Finance Corpora- 
tion also has entered the field of control 
and regulation through its loans to 
thousands of banks and its ownership 
of preferred stock or capital notes in— 
at last accounts—6,452 banks. Above 
all, perhaps, through the collaboration 
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and cooperation of these various Fed- 
eral agencies there has been established 
a control of the banks more elaborate, 
intimate and complete in detail than 
has ever before been exercised by all 
other authorities combined. 

All these regulations—Federal, state 
and local—are cumulative. In the mat- 
ter of interest paid for deposits and 
interest charged borrowers, for exam- 
ple, there is first of all local clearing- 
house or other agreements to be con- 
sidered. Then comes the matter of state 
law, which applies directly to banks 
with state charters and indirectly to 
national banks. The rates must then 
conform to the Federal acts and finally 
to such rates as the R.F.C. as a creditor 
or the deposit insurance corporation! 
under its examining power may dictate 
if they care to interfere. In thechar* 
acter of loans which may be granted, a. 
bank must now consider whether a 
transgresses the rules against loans oni 
securities fixed in the Banking Act of 
1933; whether it involves prohibited 
relations with its own officers or their 
families or (CONTINUED ON PACE 58) 
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Quick Protection 


Police Coordination, through Radio and Teletype, Can 


Overcome Our Lack of Geographical Compactness 


ITH the Administration at Wash- 

\¢ ington moving rapidly into a 
national crime drive, strongly 
endorsed and supported by the Presi- 
dent and taking the form of enactment 
of several important Federal laws de- 
signed to give a lift to the protective 
efforts and machinery of the states, at- 
tention is centered anew upon the devel- 
opment of state crime protective and 
preventive equipment. Something new 
in Federal cooperation is about to be 
inaugurated to supplement the growing 
coordination and cooperation between 
municipal and state police on the one 
hand and similar cooperative endeavor 


between states themselves on the other. 

Crime prevention at present is largely 
a matter of making offenses extremely 
difficult. Detection is largely a matter of 
the speed at which nets may be spread to 
capture offenders, and in this the mod- 
ern radio and teletype equipment 
shortens days into hours and hours into 
minutes. 

Among the new forms of Govern- 
ment legislation will be measures mak- 
ing it a Federal offense to rob national 
or Federal reserve banks; extending the 
provisions of the motors theft act to 
other stolen property; making it unlaw- 
ful for a person to flee from one state to 


another to avoid either prosecution or 
service as a witness, and extending the 
Government’s power over interstate 
commerce to include telephone, radio 
and other types of communication. 
Kidnaping offenses will be presumed to 
be interstate if a person is missing more 
than three days. Through these acts the 
states will receive aid in suppressing 
rackets as well as capturing bank 
robbers. 

England, where the number of per- 
sons sent to jail has been reduced to 
something under 50,000 from 160,000 in 
1913, and where the prison population 
since the war has decreased over 70 per 
cent, is often cited as an ideal. For the 
good fortune which has permitted the 
closing of,27 jails since the war, England 
gives credit in part to her compact area 
and in part to the punishment, more 
certain than severe, which is visited 
upon her criminals. In time the United 
States can enjoy the equivalent of com- 
pactness by developing coordination 
and cooperation through modern elec- 
trical equipment, which shrinks dis- 
tances and abbreviates time. 

Progressive states which have been 
quick to adopt the latest tools in the war 
on crime have gone far in recent years. 
The JourNnat obtained information, 
mainly from state police sources in 
various states, which gives the latest 
data on what has been accomplished, 
with special reference to radio broad- 
casting and teletype systems. 

“Radio,” says Oscar G. Olander, com- 
missioner of Michigan’s department of 
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In the radio room of New York Police Head- 
quarters, where every district in the city 1s 
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NATIONAL MAP 


A map prepared by. the Federal Radio 
Commission showing the location of 
municipal, state and general experi- 
mental police radio broadcasting sta- 
tions, as of March 20, 1934 


public safety, “is our greatest element 
in combating crime.” And to this, Dan- 
iel Needham, commissioner of the Mas- 
sachusefts department of public safety, 
adds, “The importance of radio and 
teletype in police work cannot be over- 
emphasized.” He continues by saying 
that “speedy and accurate communi- 
cation of information has become es- 
sential.” The teletype, according to 
Wallace H. Smith of the bureau of 
criminal identification, Pennsylvania 
state police, is one of the “most valu- 
able innovations” adopted by the state 
police in their war against crime while 
“the efficacy of radio in police work is 
not to be doubted.” Col. H. Norman 
Schwarzkopf, superintendent of the 
New Jersey state police, describes tele- 
type as “the most recent application of 
science to police work.” He also says 
that “we have advocated that all police 
departments set up local radio equip- 
ment.” For the New York state troop- 
ers, who maintain an elaborate system 


of two-way teletype communication and 
who are developing and experimenting 
with radio, George M. Searle, deputy 
inspector, remarks that “police infor- 
mation which was formerly known only 
to the few is now rapidly spread over a 


large area.” Major John A. Warner, 
superintendent of the New York state 
troopers, commenting upon police use of 
radio, says that “in several important 
cases the radio installation was directly 
responsible for the immediate capture of 
the criminals involved.” 

To illustrate how far some of the 
states have already gone in utilizing the 
most modern instruments of science, 
Massachusetts is not only a convenient 
starting point but is typical of the ideal 
stage to which development may be 
carried. With three radio transmitting 
stations distributing information through 
four troop areas patrolled by cruiser 
cars equipped with receiving sets, Mas- 
sachusetts also uses a teletype service 


Fast 
A radio-equipped motorcycle in Washington, D. C. Lt. Kelley, 
right, has his hand on the speaker, the only part of the set 
which appears in the picture 


controlled from the state house in Bos- 
ton through which general broadcasts 
can be made to 25 state police stations 
in the Commonwealth and to cities and 
towns using teletypes, while, in addi- 
tion, messages can be sent via Hartford 
and Albany through Connecticut, New 
York, New Jersey and Pennsylvania. 
There is even a “Coast to Coast” ma- 
chine in the state house which makes 
possible the transmission of messages to 
the Pacific Coast and to any city, town 
or state police station in the United 
States where teletype machines are 
used. Radio and teletype have already 
played a notable part following several 
bank holdups in Massachusetts by aid- 
ing in the arrest of criminals in remark- 
ably short periods. In two bank robber- 
ies at Brookfield and Taunton, arrest of 
the offenders was accomplished in eight 
and ten hours respectively. Intercep- 
tion of police radio messages by the 
criminals sought has come to the atten- 
tion of the state authorities on only one 
occasion, and those using the low wave 
set to that end have been arrested and 
soon will be brought to trial. 

In the state of New York, though the 
teletype service is elaborate, a police 
radio system was installed only as re- 
cently as October, 1933. The New York 
teletypewriter system has connecting 
links with those of Massachusetts, Con- 
necticut, New Jersey and Pennsylvania. 
In the New York teletype service there 
are 70 stations in 24-hour operation, 
permitting close coordination between 
state police in rural districts and the 
police in cities and villages. Through its 
hookup with states nearby, the New 
York system can distribute information 
to 581 police points in five states. Since 
many cities and counties maintain tele- 
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type systems, police information so dis- 
seminated actually reaches 668 points 
in 5 states. According to Deputy In- 
spector Searle, state police cars in the 
vicinity of Buffalo are equipped with 
receivers and obtain information from 
the Buffalo transmitter. Police cars near 
Rochester and on Long Island pick up 
information from the Rochester and 
Nassau County police transmitters. 
This method is proving effective. The 
service is available without charge to 
municipal and village police, sheriffs 
and other police agencies. 

The question of tuning in by criminals 
on the advices given radio cars is under 
considerable debate; since the informa- 
tion given does not tell the direction 
from which cars are coming and does 
not tell the whereabouts of the cars, 
many police officers do not take seri- 
ously the danger of leaks to ears for 
which the information is not intended. 
New York state, through its commis- 
sioner of correction, already has been 
able to note for 1933 a decrease of about 
11 per cent in major crimes and an 
increase in the number of persons 
apprehended for committing major 
offenses. 

In Michigan, sheriffs’ offices, local 
police departments and state police de- 
tachments are well equipped with radio 
receivers, all tuned to the state police 
station WRDS at East Lansing, which 
is on the same wave length as the Mas- 
sachusetts state police station WMP; 
the two stations broadcast messages for 
each other and find this cooperation has 


been a great help in reaching dead spots 
which one station or the other cannot 
reach. 

Rhode Island already has installed 
short wave receiving sets in all state 
police stations and will soon have them 
in all cars, linked with the Providence 
police transmitting station. An extra 
set at headquarters is continuously 
tuned to Massachusetts state police 
broadcasts. The present system works 
well owing to the close and effective 
cooperation with the Providence police. 
Steps are being taken to provide a 
statewide teletype service linking state 
and local police. It is hoped to have this 
system working by summer, according 
to Edward J. Kelly, superintendent of 
the Rhode Island department of state 
police. 

Oregon, which has had a department 


‘of state police only since August 1, 1931, 


recognizes the necessity for control of 
field personnel of a police organization 
in emergencies, according to Charles P. 
Pray, superintendent of the depart- 
ment of state police at Salem, and is ar- 
ranging to install three teletypes. It is 
hoped to arrange a hookup with the 
statewide system in California on the 
south and in Washington on the north. 
In Oregon the topography apparently 
interferes with statewide radio police 
broadcasting; the alternative is stations 
of limited power in municipalities at 
different points, and three of these are 
now in operation. Police motor vehi- 
cles are equipped with receiving units. 

In Maine there is a prospect of a 


Instantly 


In the Washington, D. C., police radio division the dispatcher 
transmits a call to cruising motorcycles of the department 


radio hookup or teletype system for the 
state highway police located in barracks 
at four points. Maine has had no bank 
robbery in many years; in the case of 
one bank “snatched”, the state police 
showed their efficiency by arresting the 
culprit in two hours. 

In New Jersey the basic system used 
is that of the teletype. Sending stations 
are all connected with a master sending 
station in such a way that the master 
station can communicate directly through 
them with all receiving stations and, in 
addition, with New York City and 
Philadelphia. Through Philadelphia all 
Pennsylvania can be reached. 

Some of the advantages of this method 
of distributing police information, says 
a report of the New Jersey state police, 
include instantaneous distribution, the 
vast territory which may be reached, 
absolute accuracy in reception of the 
message and the secrecy which may be 
observed because there is no way in 
which such messages may be inter- 
cepted. There is also the great ease of 
operation of the system as an argument 
in its favor. 


NEED FOR COORDINATION 


PENNSYLVANIA is an enthusiastic 
user of the teletypewriter through which 
an operator can reproduce a message on 
receiving machines at 113 different 
points in the state. Pennsylvania also 
uses the five-state hookup. Through the 
use of codes or modern scrambling de- 
vices which may come into use in the 
future, police expect that tuning in by 
criminals on radio broadcasts will not 
long be a problem. Pennsylvania ex- 
pects to have all police cars radio- 
equipped by June 1. The state police, 
using teletypewriters, have greatly im- 
proved the bank robbery situation; 
during 1933 there were 10 such rob- 
beries and no bank burglaries. Eight of 
the ten robberies have already been 
solved and the guilty persons appre- 
hended. The prime requisite of police 
methods in bank robbery or any other 
criminal cases, the authorities observe 
with penetration, is coordination. 

The Utopia which appears to lie 
around the corner in these United 
States will be achieved when all the 
state and local police of the 48 states, 
modernly equipped with teletype or 
radio or both, will function harmoni- 
ously as though they were a single force 
under one head. In Europe, geograph- 
ical compactness makes possible diver- 
gence; in the United States, coordina- 
tion and cooperation should make up 
for lack of geographical compactness. 
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“Section 5219” 
In the 73rd Congress 


By MARTIN SAXE 


Mr. Saxe is a well known au- 
thority on banking taxation 


State Taxation of National Banking 


Associations and State Member Banks 


HE persistent problem of national bank taxation which has been 
before Congress for over a decade appeared in the 73rd Congress in 
the form of the following five bills: The Norbeck (S. 1502), 


Fletcher (S. 2788), and Shipstead (S. 3009) in the Senate, and the 
Hancock (H. R. 5045) and Steagall (H. R. 9045) on the House side. 

Since 1926, Section 5219 of the Revised Statutes, as amended 
(U.S.C., Supp. 5, title 12, ch. 4, sec. 548), has provided four alternative 


methods for the state taxation of national banks. 


(1) A tax on the shares. 


They are: 


(2) Inclusion of dividends in the taxable income of the owner or 


holder. 


(3) A tax on the net income of the bank. 
(4) A tax on the bank according to or measured by the entire net 


income from all sources. 


the statute the imposition of 
any one of the above four forms 
shall be in lieu of the others except that 
in the application of alternative method 
(4), method (2) may also be employed 
additionally provided the taxing state 
likewise taxes other corporations and 
their stockholders. It is also provided 
that in application of alternative meth- 
ods (3) and (4) the rate assessed shall 
not be higher than that upon other 
financial corporations nor higher than 
the highest of the rates upon mercantile, 
manufacturing and business corpora- 
tions. In the case of the taxation of the 
dividends under method (2), the rate 
shall not be greater than that assessed 
upon the net income from other moneyed 
capital. 

So, too, in the application of a tax on 
the shares under method (1) the tax 
imposed shall not be at a greater rate 
than is assessed upon other moneyed 


capital in the hands of individual citi- 
zens coming into competition with the 
business of national banks. 

It is evident that Congress, in connec- 
tion with the grant of power to the 
states to tax national banks (which 
banks as Federal instrumentalities the 
states are without power to tax at all 
except by permission of Congress) has 
consistently appreciated the necessity 
for fixing comparative tax limitations to 
insure against excessive and discrimina- 
tory state taxation. 

All of the above pending bills seek 
only to change the present tax compara- 
tive limitation of the share tax method, 
to wit, “other moneyed capital in the 
hands of individuals coming into com- 
petition with the business of national 
banks.” The Fletcher Bill (S. 2788), in 

,addition, extends the protective provi- 
sions of Section 5219 to state banks in 
the Federal Reserve System. 


The Norbeck Bill (S. 4291) as in- 
troduced in the 72nd Congress, al- 
though reported, failed of passage by 
the Senate and was re-introduced (S. 
1502) in the first session of the 73rd 
Congress. It provides that in case of a 
tax on shares, “the taxes imposed shall 
not be at a greater rate than is assessed 
upon other moneyed capital used or em- 
ployed in the business of banking.” The 
practical effect of that comparative is to 
authorize the classification of the bank- 
ing business by itself for taxation with- 
out regard to the taxation of any other 
property or class. The report accom- 
panying S. 4291 in the 72nd Congress 
will be hereinafter discussed. 

The Hancock Bill (H. R. 5045), also 
introduced in the first session, provides 
in connection with the taxation of the 
shares, that the taxes imposed shall not 
be at a greater rate than is assessed upon 
other moneyed capital “used or em- 
ployed in business and coming into sub- 
stantial competition with the business of 
national banks in normal banking 
activities of said banks.” While that 
comparative somewhat expands the 
comparative class beyond the “ banking 
business”’ exclusively, it would seem to 
afford hardly any more protection in 
classification except in the important 
financial centers of the country. 

The Shipstead Bill (S. 3009) and 
the Steagall Bill (H. R. 9045), both in- 
troduced in the second session and both 
of which are substantially alike, take 
away all the long-established protection 
against excessive and discriminatory 
taxation of national banks embodied in 
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the present law. These measures author- 
ize the state taxation of national 
banking associations upon the sole 
limitation that such taxation “shall not 
be at a greater rate than is imposed 
upon theshares, business income, and /or 
property of state banks,” thus making 


for the classification of stateand national 
banks by themselves regardless of the 
taxation of any other property or class 
and authorizing cumulative taxation of 
the shares, business income and prop- 
erty of the banks. With the ever-increas- 
ing demand for revenue, both classes of 
banks would be exposed to the danger of 
the heaviest sort of taxation without 
any safeguard whatsoever, if such 
legislation were enacted. The Shipstead 
and Steagall bills emanate from the As- 
sociation of States on Bank Taxation, 
the organization of state taxing officials. 

With regard to the vicious principle 
involved in the tax classification of state 
and national banks by themselves, the 
Glass report accompanying the Fletcher 
Bill (S. 2788), hereinafter referred to, 
states: 


“Tf the banks themselves were 
classified alone for taxation with- 
out limitation and regardless of the 
taxation of any other large class or 
widely held property, then when- 
ever a State would undertake to 
replenish its revenues from that 
source it would readily follow that 
both National and State banks 
might be called upon to sustain a 
far greater part of the cost of gov- 
ernment than their fair share. 
Hence any limitation on the State 


Mr. Glass 


taxing power with respect to na- 
tional banks that would authorize 
the classification of banks, Na- 
tional and State, by themselves 
alone, would prove wholly illusory 
in practice.” 


Coming now to the report accom- 
panying the Norbeck Bill (S. 4291) in 
the 72nd Congress (re-introduced in the 
73rd Congress as S. 1502), it is stated: 


“This bill confines the taxation 
of shares of national banks to rates 
not in excess of those imposed upon 
State banking institutions. . . . 

“Tt has developed recently that 
any intentional or systematic dis- 
crimination against either national 
banks or State banks could be 
voided under the equal protection 
clause of the fourteenth amend- 
ment. (See Iowa-Des Moines Na- 
tional Bank v. Bennett, Chairman, 
et al., 284 U. S. 239.)” 


That Senate committee report was 
written in April, 1932. But let us com- 
pare the quoted statement with what 
the Supreme Court actually decided in 
February, 1933, in Union Bank and 
Trust Co. v. Phelps (288 U. S. 181). 

In that case, a state bank sought to 
recover alleged illegal taxes on its shares 
on the theory that such taxes had been 
exacted in violation of the equal pro- 
tection clause of the XIV Amendment; 
this was because the state supreme 
court had previously held that national 
bank shares were not subject to taxa- 
tion under the state revenue law or 
otherwise, on account of the existence 
within the state of untaxed moneyed 
capital in competition with the na- 
tional banks, in view of the provisions of 
Section 5219. Referring to Jowa-Des 
Moines National Bank case, cited in the 
report on the Norbeck Bill, the court 
said: 


“Counsel for petitioner stoutly 
maintain: Shares of State and Na- 
tional banks belong to the same 
species of property. Not only are 
they essentially similar, but for 
many years the Revenue Statutes 
of Alabama have put them in the 
same category. Under the scheme 
of taxation presently existing in the 
State, National bank shares escape 
assessment while shares of State 
banks are subject thereto. Conse- 
quently, the latter are deprived of 
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the equal protection of the laws 
guaranteed by the XIV Amend- 
ment. 

“A sufficient answer is that within 
the intendment of the XIV Amend- 
ment shares of National and State 
banks are not essentially the same 
when considered in connection with 
taxation. Nor do they become so 
merely because the State has at- 
tempted to subject them to like 
treatment... . 

“Towa-Des Moines National 
Bank v. Bennett, 284 U. S. 239, 
much relied upon by petitioner, is 
not controlling—the circumstances 
and issues there involved were 
wholly different from those here 
presented. . . . There was no oc- 
casion to consider whether failure 
by a State to tax National banks 
while subjecting her own banks to 
taxation would occasion discrimi- 
nation against the latter forbidden 
by the XIV Amendment.”’ (Italics 
supplied.) 


Thus the Union Bank and Trust Com- 
pany case makes it quite clear that the 
XIV Amendment affords no protection 
to national and state banks as a class 
for taxation. The only effective method 
by which both national banks and state 
banks in the Federal Reserve System 
can be given protection is as provided in 
the Fletcher Bill (S. 2788) as indicated 
by Senator Glass’ report on_ that 
measure. 

The Fletcher Bill does two things. 
First it provides that in cases of a tax 
on shares “no tax burden shall be im- 
posed in any taxing district upon said 
shares greater than the average burden 
imposed in that district on other tax- 
able intangible personal property 
therein.”” Thus the impractical com- 
parative of “‘other moneyed capital in 
the hands of individuals coming into 
competition with the business of na- 
tional banks” is done away with. On 
this feature of the bill the Glass report 
says: 


“Outside of the important finan- 
cial centers, competitive moneyed 
capital is difficult of ascertainment 
by assessing officers and of legal 
proof by banks whose shares are 
excessively taxed or otherwise dis- 
criminated against. The assessment 
of bank shares is always thoroughly 
efficient but the assessment of 
competing moneyed capital of in- 
dividuals, for obvious reasons, is 
not. It is now well known that 
capital of corporations is employed 
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in large amounts in the same class 
of loans and investments which the 
banks hold. Yet, under court deci- 
sions, the moneyed capital of cor- 
porations is not within the present 
comparative test. Only when the 
main business of such corporations 
is in direct competition with banks 
are their shares considered to be 
moneyed capital. Moneyed capital 
in the hands of individuals in com- 
petition with banks varies widely in 
character and amount in different 
localities and with the intricacies of 
present-day finances has become a 
very uncertain and, in many cases, 
impracticable comparative for the 
limitation of the taxation of bank 
shares. 

“Bank shares are essentially in- 
tangible personal property and 
there is no reason why investment 
in such shares should be subjected 
to any heavier tax burden than in- 
vestment in other intangible per- 
sonal property; particularly as 
the public interest now requires 
renewed investment in banks. In- 
deed, sound tax classification re- 
quires the grouping of bank shares 
with other taxable intangible per- 
sonal property to insure the impo- 
sition of fair and nondiscriminatory 
taxation. This is accomplished by 
limiting their taxation to that of 
the average burden borne by the 
rest of the class.” 


The present tax comparative limi- 
tation of ‘other moneyed capital in the 
hands of individuals coming into com- 
petition with the business of national 
banks,” under the share tax method, in 
its practical application involves techni- 
cal difficulties of legal proof in establish- 
ing discrimination against bank shares, 
even where the existence of it is a 
matter of common knowledge. Two re- 
cent Supreme Court decisions show this. 

In the Kentucky case, decided in 1927, 
(Georgetown National Bank v. McFar- 
land, 273 U. S. 568) the Supreme Court 
pointed out that the plaintiff bank, in 
seeking to establish that the-favored 
capital was in competition with na- 
tional banks, relied principally upon 
the proof that there were substantial 
amounts of capital invested in the state 
by individuals in bonds, notes, ac- 
counts and mortgages, which it was 
contended represented moneyed capital 
in competition with national banks; 
that no attempt was made to show that 
there were other businesses or courses of 
investment in the state employing 
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moneyed capital in competition with 
national banks; and that the evidence 
with respect to capital invested by in- 
dividuals, taken as a whole, fell short of 
establishing that such capital so used 
was employed substantially as in the 
loan and investment features of bank- 
ing in making investments by way of 
loan or discount or in notes, bonds and 
other securities, with a view to sale or 
repayment and reinvestment. 

In the Louisiana case, First National 
Bank of Shreveport v. Louisiana Tax 
Commission, 289 U. S. 60 (1933), the 
Supreme Court wrote that it was not 
warranted in disturbing findings of the 
highest court of the state which had 
held that it was necessary for the com- 
plaining national banks to prove not 
only that they were empowered by law 
and authorized by their stockholders to 
engage in some line of business in which 
the favored non-banking concerns were 
engaged, but that, during the tax year, 
moneys of these national banks were in 
fact employed in substantial amount in 
some line of business which was carried 
on, during the year, by the less heavily 
taxed non-banking concerns; that it was 
as necessary to prove that the capital of 
national banks was so employed as it 
was to prove that moneyed capital was 
actually employed by others in substan- 
tial competition with the national banks. 

The second feature of the Fletcher 
Bill is an entirely new provision in Sec- 
tion 5219. Added “Clause 5” to that 
section provides as follows: 


“5. As a further condition upon 
the exercise of the permission for 
the State taxation of national bank- 
ing associations, their net income, 
shares, or dividends thereon, State 
banks or trust companies which are 
members of a Federal Reserve bank 
shall not be taxed at a greater rate 
than national banking associations, 
their net income, shares, or divi- 
dends thereon are taxed by the tax- 
ing State as provided by this 
Section.” 


With respect to that provision the 
Glass report states: 


“Section 2 of the bill adds a new 
clause numbered 5, in section 5219, 
making as a further condition upon 

* the exercise of the permission for 
State taxation of national banking 
associations, under the various 
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alternative methods, that State 
banking institutions which are 
members of the Federal Reserve 
System shall not be taxed at a 
greater rate than national banking 
associations may be taxed pursuant 
to such alternative methods. The 
theory of this proposal is the con- 
stitutional power of Congress to 
impose any conditions it deems 
proper in connection with the 
permission to the States to tax a 
Federal instrumentality. It is a 
wholly reasonable condition for the 
protection of the Federal Reserve 
System and its development that 
when States desire to place upon 
State member banks a _ heavier 
burden of taxation than Congress 
permits in the case of national 
banks, such States should not have 
the benefit of the grant with respect 
to the taxation of national banks.” 


And in conclusion the Glass report 


makes the interesting comment that 


“S. 2788 is the result of more 
than 10 years of study by the spe- 
cial committee on section 5219 of 
the American Bankers Association, 
which association is the representa- 
tive body of all the banks, both 
national and state, throughout the 
country. The American Bankers 
Association is sponsoring this legis- 
lation as the sound solution of the 
troublesome problem of bank- 
share taxation which has been be- 
fore Congress continuously during 
the past decade.” 
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President Roosevelt returned from his 

vacation, strong and ready for the 

principal task ahead—the reconcili- 

ation of differences between the men 

who work for wages and the men who 
pay them 


INTERNATIONAL 


INDUSTRY. James A. Emery, general counsel of the Na- 
tional Association of Manufacturers, disapproves of the 
Wagner bill 


U. & U. 
COAL. John L. Lewis waylaid by reporters AUTOMOBILES. Labor Board Members Wol- 
man, Kelley and Byrd work in Detroit 


RAILWAYS. Labor and rail officials talk, think and listen 
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EDITORIALS 


Banking’s Power of Recovery 


O ONE can read history without a profound 
belief in the fundamental strength and resili- 
ency of the United States and the assurance 

that recovery from the current depression will rapidly 
gather strength and push on to complete rehabilita- 
tion. Banking will go with it, promptly and fully, in 
many cases leading the way. Undoubtedly the experi- 
ence through which banking has been passing in the 
last two or three years has cut away many false 
growths, many sources of fundamental weakness. It 
seems probable that with these faults removed the 
banks will recover rapidly. 

During April bank clearings in 21 cities reached the 
highest point since January, 1932, and the increase 
was ascribed to interest and dividend payments, larger 
payrolls and increased business turnover rather than 
to transactions on the stock exchanges, which so often 
swell these returns without a corresponding increase 
in actual business. 


DEPOSITS ARE UP . 

DEPOSITS in the banks continue to increase, net 
time and demand deposits in reporting member banks 
in the Reserve System rising by about $400,000,000 
from mid-March to mid-April. Excess reserves of 
member banks in the System increased by a hundred 
million dollars and continue around $1,500,000,000. 
In spite of this huge pool of available capital the com- 
mercial and industrial credit situation remains static. 
Loans and investments of reporting member banks 
as reported on April 9, for example, were $1,581,000,- 
000 larger than on the corresponding date in 1933. 
The increase was more than accounted for by an in- 
crease of $1,601,000,000 in investments of which 
$1,590,000,000 were in Government securities. 
Hence, in the year following the bank holiday there 
was an increase of only $11,000,000 in miscellaneous 
investments and a decrease of $20,000,000 in loans. 
That a large part of these idle funds would immedi- 
ately flow into investment channels for the financing 
of heavy industry is indicated by reports of banks and 
investment houses of increasing anxiety on the part 
of investors for acceptable securities. 

As has been the case for many months, now, the re- 
sult of this plethora of idle funds continues to be felt 
in the appreciation of prices of such securities of high 
standing as are available in the market, with a slight 
tendency to dip into more speculative pools. Average 


return on three long term Government issues fell from 
3.46 per cent on March 11 to 3.3 per cent on April 14; 
the average price of 20 high grade railway bonds, 
which was 87 on March 15 and as low as 74.1 in Janu- 
ary, reached 92.1 by the middle of April. In the same 
period 20 industrial bonds rose from 80.3 to 83.1, and 
20 utility bonds from 87.7 to 89.4. In the same 30 
days 50 industrial stocks rose from 97.9 to 98.9; 20 
railroad stocks fell from 50.0 to 49.5; and 20 utility 
stocks fell from 77.8 to 75.1. In the ups and downs of 
the market, legislative threats against stock exchanges 
played as much of a part as current and prospective 
business conditions. 


Condition Statements 


PUBLISHED condition statements of typical indi- 
vidual banks following the March call reflect a greater 
degree of normalcy than any similar statements for 
the past 18 months. There is still a superabundance of 
Government securities in their portfolios and extreme 
liquidity still characterizes most of them, while loans 
are chiefly conspicuous by their absence. Investments 
in other than Government securities, however, are 
slowly on the increase, reporting member banks show- 
ing an increase of about a hundred million dollars of 
such investments in their latest reports as compared 
with the first of the year. There can be no other im- 
pression derived from this situation than the convic- 
tion that the banks are ready and prepared to finance 
every phase of recovery just as soon as business is 
relieved from the restrictions which legislation and 
Governmental policy have forced upon. it. 


PARTNERSHIP 

THERE isa community of interest between the banks 
and the Government. Neither can well get along with- 
out the other. If the Government is now the dominant 
partner in the firm, it is because banks, to some extent 
at least, have abdicated their powers and relinquished 
their rights under pressure of extraordinary circum- 
stances. 

As conditions become more normal, banking will 
return to its old position in the partnership. That posi- 
tion will be modified in many respects. Supervision 
will be more exacting and banking activities will be 
more circumscribed. But it is probable that in the 
long run the changes will be for the better, both for 
the public and for the banks. 
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By J. H. SIMPSON 


The author is a West Coast banker and 
this is not the first time he has written 
for the JOURNAL 


URING the past decade or so 

not merely since October, 1929- 

a subtle change has come over 
the face of American banking. The 
change dates from the time of the grand 
entry of the American public into the 
stock and bond markets. And _ the 
change has affected—and continues to 
affect—the profits of banks to a very 
unpleasant degree. 

Prior to the Great American Delusion 
—that the way for everybody to get 
rich was for everybody to lend his 
money and his credit to our industrial- 
ists and promoters, via the stock mar- 
kets, for them to do with as they would 
—prior to this, banks financed industry. 
That was what one might call their 
principal function. To enable them to 
fulfill this function they had, of course, 
to obtain deposits, but the deposits 
were a means to an end—the end being 
loans. The means were angled for by 
advertising, high interest rates, par con- 
cessions of all kinds, and so on. Why 
not? There was only one problem—how 
to get the wherewithal to satisfy the 
needs of our entrepreneurs and builders. 

The banker was a middleman dealing 
in credit. He purchased his credit in 
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small lots from the general public, 
sometimes paying no interest, some- 
times paying as high as 4 per cent, and 
he sold his credit in larger lots to the 
manufacturer, the builder and the mer- 
chant at 6 or 7 or 8 per cent. While this 
condition lasted, the banker—unless he 
was either very unwise or very unlucky, 
or both—made money. The difference 
between 0 to 4 per cent and 6 to 8 per 
cent provided a very soft cushion with 
which to absorb the cost of the service 
to the public which the banks gave— 
and still give—in exchange for the de- 
posits received from the public. It was 
even a large enough and soft enough 
cushion to absorb, in most cases, that 
item of bankers’ horror—‘ debts writ- 
ten off”’. 

But with the beginning of the first 
post-war boom came the subtle change 
referred to above. Gradually the bank- 
ers began to lose their function of credit 
middlemen. The average American, in- 
stead of giving his individual mite to 
the banker, for the latter to combine 
with other mites and lend to American 
business, started to lend to American 
business direct. 

One could not blame American busi- 
ness for switching its borrowings from 
the bankers—with their demands for 
statements of affairs, profits accounting, 
seasonal clean-ups, etc.—to the public, 
which demanded nothing except a 
nicely engraved stock certificate or 
sinking fund “gold” bond. The practice 

as with most of the financial practices 
of the day—received not blame but 
praise. Even bankers joined in the 
cheers when several of our largest po- 
tential borrowers published balance 
sheets showing hundreds of millions of 
dollars in cash reserves. Those were the 
days when a banker who “viewed with 
doubt” was shunned alike by his cus- 
tomers and by his fellow bankers. 

Some bankers actually welcomed the 
change. Another, and they thought less 
troublesome, field had opened up—col- 
lateral loans. It was found that to take 


the place of Big Business borrowers we 
had the Frenzied Finance borrowers - 
although the term “frenzied” was not 
applied until after the cold white dawn 
of the Thirties. As the prosperous Twen- 
ties ran their course the banks found 
their loan fields expanding rather than 
contracting. 

But what a curious expansion it was! 
In the old orderly pre-war world the 
banks borrowed from the public to fi- 
nance industry. In the New Era it was 
the public who borrowed from the banks 
to finance industry! And Big Business, 
instead of borrowing money lent money 
—on the call loan market. The substitu- 
tion, by the banks, of loans to the pub- 
lic and to brokers, secured by stocks and 
bonds, for ordinary commercial ad- 
vances was swiftly and easily encom- 
passed. Banking profits were not only 
saved—they were increased—and few 
saw the danger signals far off at the end 
of the road. 

Even today Big Business, which ac- 
cording to the orthodox theory of bank- 
ing should be a seasonal borrower from 
the banks, is amply supplied with cash 
and Government securities in all sea- 
sons. As a result of this, and of the pass- 
ing of the loans to Frenzied Finance, the 
balance sheets of most of our banks 
show a ratio of about three dollars in 
deposits to one in loans. Part of the 
other two dollars of deposits remains in 
cash and part in Government and other 
high grade bonds. 

How can we deal with the situation? 
It is realized that the banks cannot 
manufacture loans. At least, this fact 
is realized by bankers. It does not seem 
to be realized by our critics, who would 
have us go out on the streets and solicit 
loans. And with the uncertainty which 
still surrounds our tender nursling, Re- 
covery, sound bankers dare not invest 
in second grade bonds and thus obtain 
a higher return on their investments to 
offset the drop in the loan income. 

And so there remains only the new 
gospel of service charges. A shadow of 
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profit from the deposit side for the sub- 
stance of profit from the loan side. 

Nothing is further from the mind of 
this writer than to decry service charges. 
He advocated them, for instance, in an 
article entitled ‘‘ More Routine Profits 
Required”, published in the January, 
1930, number of this JouRNAL. Only 
while the major functions of banking 
were so profitable could the minor func- 
tions be performed as a gratis service. 

But, contrary to the belief of many of 
our critics, bankers do not like service 
charges and a majority of our banks is 
still doing far too much for nothing. The 
dominant attitude of most of the com- 
mittees of bankers now engaged in 
drawing up schedules of uniform charges 
under the Bankers Code is one of dis- 
taste for the whole business. The men 
on the committees resent the fact that 
they, who, as loan bankers, used to de- 
vote their brains and energies to the 
consideration of applications for credit, 
must now, as deposit bankers, fiddle 
about with such questions as whether a 
depositor should be charged three cents 
per certain type of item deposited, or 
four. 

But the grim fact is that banks can 
no longer afford to give free service. 
Common sense and self-preservation 
alike demand that the deposit customer 
pay his way now that so many of the 
borrowing customers, who used to pay 
it for him, are no more. Bankers, how- 
ever, must remember this fact—that 
the object of service charges is not profit 
but the avoidance of loss. All the sched- 
ules are based on costs. Once that basis 
is exceeded, one’s checking account cus- 
tomers begin to say, “Sorry, Mr. 
Banker, but I guess a checking account 
is too expensive for me. I’ll have to close 
out.” Only their opening is more likely 
to be expletory than apologetic. Even 
the existing service charges—in most 
cases inadequate as stop-loss measures 

~have tended to drive the checking ac- 
count customer into the street, or into’ 
the savings department. Compare the 


The Decline in Revenue from Loans 


Doubly Increases the Importance of 


Adequate Charges for Service 


combined figures of the banks, includ- 
ing the savings banks, in the city from 
which this article is written: 


MARCH 31, 
1929 
$121,663,357 
102,514,715 


Demand deposits. ..... 
Time deposits 


FEBRUARY 28, 
1934 

$107 ,265,620 

104,179,379 


Demand deposits. ..... 
Time deposits 


It will be seen that the decline in de- 
mand deposits is over 11 per cent, while 
savings deposits—all interest bearing, 
of course—actually show an increase. 

The stoppage of interest on demand 
deposits—a_ life-saving measure for 
which the banks must give credit to the 
Government rather than to any con- 
structive cooperation among themselves 
—and the reductions which so far have 
taken place in the rates paid on savings 
deposits are far more effective remedies 
for the present ills of the banks than are 
service charges. Logically it would seem 
that, pending the re-opening of profita- 
ble loan fields, the rates on savings de- 
posits must be still further decreased. 
As a matter of fact, decreases are still 
being made. But, from the standpoint of 
national recovery, further reductions in 
interest rates on deposits are sincerely 
to be deplored. Savings interest is in- 
come, and incomes must be raised, not 
lowered. 

The long and short of it is that Mr. 
Jesse Jones is right—‘‘ Our banking sys- 
tem has no place for mere depositories.” 

Our life-blood is loans. But how are 
loans to be made? Our Class A custom- 


ers are no longer borrowers. That leaves 
the Class B customers. And in a world 
struggling to adjust overproduction 
with a collapsed buying power how are 
our Class B customers, in hazardous 
competition with Class A, to market the 
goods which inevitably our loans would 
enable them to produce? Banking credit 
can finance industry to supply existing 
markets, but the theory that banking 
credit can of itself create markets is a 
new and dangerous unproved theory. 

If the Government will guarantee the 
banks against their borrowers, as it has 
partially guaranteed depositors against 
the banks—then the banks could send 
loan-catchers out on the streets. But 
failing such a step (and of course the 
suggestion is not made seriously) bank- 
ers cannot lend their funds until repay- 
ment is more clearly in sight than it is 
in the case of the great majority of the 
present loan applications. 

An interesting suggestion has been 
made—that the much abused Securities 
Act of 1933 may be a blessing in dis- 
guise, to bankers at least. The theory 
is that the difficulties being placed in the 
way of securing loans direct from the 
public, by marketing new securities, 
may force many Class A borrowers to 
return to the banks for their needs. 
This would be a step towards the res- 
toration of the banks’ time-honored 
function of middlemen of credit—a con- 
summation devoutly to be wished. 

Pending this consummation let us 
make the best of our service charges but 
let us realize that that best is a poor 
best and that as “mere depositories” 
we cannot, in the form of privately 
owned institutions, continue indefi- 
nitely to exist. 
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Municipal Credit 


By HOWARD P. JONES 


The author is secretary of the National 
Municipal League and editor of the 
National Municipal Review 


cerned with any important de- 
velopment affecting credit or 
property values in his city. Failure of a 
municipality to meet its obligations 
affects both. He appreciates that social 
values are reflected in economic values; 
that good schools are as great an asset 
as good policemen; that efficient govern- 
ment means as much to the community 
from a monetary standpoint as a well 
run factory. 
If his city defaults on its bonds, the 


| ae banker is naturally con- 


Restore and Maintain 


reverberation of the crash in public 
credit will have its effect upon private 
credit. It will have its effect, too, upon 
the willingness of industry to make 
further commitments in the commu- 
nity, and it will, perhaps most important 
of all, cause a serious shock to local 
community pride, confidence and self- 
respect. With all these things, the 
banker must concern himself. 

He must concern himself with the 
problems which arise if a city curtails its 
essential services to a serious extent. 
Police protection, fire protection, the 
maintenance of streets and _ sewers, 
schools and libraries, public health 
work, recreation—all these services are 
reflected directly in property values in 
the community, not to mention their 
vital importance if human values are 
considered. 

All this concern and more he has with 
city government, even though he may 
hold no city bonds. Now then, if we add 


FOR CITIES AND THEIR CREDITORS 
The special subcommittee of the Senate Judiciary Committee, ap- 


pointed to study the municipal bankruptcy bill. Senators Neely, 
Van Nuys and McCarran 


to this interest the consideration that 
he holds city bonds or short term notes 
and is helping to finance the city over a 
critical period, his interest becomes 
even more immediate and acute. 

There is an old proverb which says, 
“When money’s taken, freedom’s for- 
saken.” It is merely a concise way of 
saying that a borrower surrenders to 
the lender some measure of control over 
his own affairs. Now, legally, this is not 
possible in the case of city governments. 
Actually, it becomes unavoidable as a 
result of the compulsion of hard times. 
A city may want another loan sometime 
—indeed, if it is in the position of most 
cities which have to borrow in anticipa- 
tion of tax collections because of the 
lack of coordination between their 
budget and tax years, it knows that it 
must depend upon the banks for current 
financing. Consequently, city author- 
ities are apt to lend a fairly willing ear 
to advice from the man who controls 
the purse strings. 

From the banker’s point of view, the 
advice may be necessary. Anxious as he 
is to see the city government continue 
operations without default on either 
bonds or services, his primary concern 
is to see that he gets his money back. 
If a government’s budget does not 
balance, if it is apparent that over a 
period of time its income is being ex- 
ceeded by its outgo, the banker is bound 
by his obligation to those whose money 
he is lending to insist that certain pre- 


. cautions be taken to insure the repay- 


ment of the loan. 

The bank, trust company, insurance 
company or savings bank which is buy- 
ing municipal bonds for investment is 
in the same position with respect to 
many municipalities. It is this respon- 
sibility that has given rise to real alarm 
as one municipality after another has 
defaulted on its bonds. Nearly 3,000 
municipalities have defaulted to date, 
and many others are in serious financial 
difficulties. However, this debt pic- 
ture is not so (CONTINUED ON PAGE 42) 
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It can make them 


for your bank, too 


ECORDAK is far past the 
experimental stage...a proved 
success in banks of every type... 
big and small...in over 300 
cities and towns. 

There are installation records 
behind every Recordak claim. 
Savings of a third in bookkeeping 
costs...40% in machine equip- 
ment...a half in stationery—are 
a daily reality in banks where 
Recordak is installed. 

You can have these savings in 
your bank, too—without a penny 
of capital investment. For Rec- 
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IN NEW YORK 


THE BANK OF THE MANHATTAN COM- 
PANY, with over $300,000,000 in de- 
posits, uses nineteen Recordaks in 
twelve offices...is extending the Recor- 
dak system to all branches. Savings 
amount to many thousands of dollars 
each year. 


IN MONTEREY 


THE MONTEREY (California) BANK, 
with over $200,000 in deposits uses a 
Recordak to photograph all checks... 
to operate a Recordak Photographic 
Plan of Single Posting. Used two years, 
this Recordak has saved an average of 
over $50 a month. 


NATION-WIDE SERVICE 


There are ten Recordak offices outside 
of New York City: in Boston, Philadel- 
phia, Baltimore, Washington, Pitts- 
burgh, Chicago, Los Angeles, San Fran- 
cisco, Portland(Oregon), and Toronto. 


What 


RECORDAK 
Can Do for You 


I. It creates an immediate 
saving...cutting operating 
costs as much as 40%. 


2. Itrequires no capital in- 
vestment, being rented ata 
moderate monthly charge. 


3. Itgives an authentic pic- 
ture of the facts behind the 
figures... guarding against 
tampering, extraction and 
substitution. 


4. It cuts down storage 
space... gives you valuable 
extra room. 


5. It protects your custom- 
ers against the inconven- 
ience caused by lost checks 
and statements ...and in so 
doing creates good-will 
for your bank. 


ordak is never sold...a small 
monthly rental puts this photo- 
gtaphic accounting system into 
your bank... keeps it serviced. 


FREE FOLDERS GIVE YOU THE FACTS 


Six free folders will tell you how to achieve 
Recordak economies in your bank. They tell 
you how to cut your operating costs. Check 


Other banks of your size... 
with similar problems...are sav- 
ing with Recordak. May we show 
you what Recordak has done for 
them —what it can do for you? 


NoBank too Big.... 


nk too Small to 
ave with 


RECORDAK 


NRA 


the ones you want...send for them today. 


RECORDAK CORPORATION, 

Subsidiary of Eastman Kodak Company, 
350 Madison Avenue, New York City 

Please send me the checked folders: 


Recordak 
Transit System 


New Business 


Small 
Bank Systems 


Applications 
and Economies 


Protection 


Recordak Single 
Posting Pian 


NAME 
BANK 
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alarming as it sounds. Nobody knows 
how many municipalities there are in 
the country that have the power to 
borrow money. The number is probably 
somewhere between 100,000 and 200,- 
000, however. In any event, the per- 
centage of defaults to the total number 
of taxing units is relatively small. 

What hurts, of course, is that a few 
years ago a municipal bond was con- 
sidered a gilt-edged investment. So long 
as the buyer made certain he had a 
genuine and not a forged municipal 
bond, he felt secure. The idea that a 
municipality might be forced into a 
position where it could not meet its 
obligations was simply unthinkable. In- 
vestors forgot that, after all, a munici- 
pality is simply something less than the 
sum total of the individuals in the com- 
munity. If the individual citizens are out 
of jobs, if they have spent too much 
money (or their representatives in pub- 
lic office have spent it for them), if they 
have allowed their community financial 
affairs to become involved, they may 
find themselves, as a group, in the same 
position as an individual who cannot 
pay his debts. And anybody who thinks 
it possible to foreclose on property to 
redeem a municipal debt is welcome 
to try it. 


A TOWN OF 140,000 
BUT we are not concerned here with 


what happens after a municipality has 
defaulted. We are interested, instead, in 
prevention of default. The solution 
divides itself into two parts: emergency 
methods and long range prevention. 


To illustrate. Consider the actual 
case of an eastern community of about 
140,000 inhabitants. For convenience 
we shall call the city Boonville. In De- 
cember of 1933 Boonville was on the 
edge of default. It looked as though only 
a miracle could save the situation. Up 
to the first of December the city had 
collected but 67 per cent of its 1933 
taxes and there was still outstanding 
151% per cent of its 1932 taxes. The city 
at that time had outstanding approxi- 
mately $7,000,000 of short term paper, 
most of which was in default as to prin- 
cipal although interest to date had been 
paid, and there was more than $3,000,- 
000 of claims against the city including 
back salaries. As against these items 
there was cash on hand of approxi- 
mately half a million dollars, most of 
which was tied up in a closed bank. 

The will and the ability to pay are of 
course the primary considerations in 
municipal credit. Boonville had been 
consistently demonstrating its will to 
pay in accordance with its ability. Dur- 
ing the year 1933, for instance, all bond 
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SEVEN MAYORS 


A group of mayors who, a few months ago, conferred in Washington 

with Government officials, including the then acting Secretary of the 

Treasury, Mr. Morgenthau. From the left, seated, Mayors La Guardia 

of New York, Curley of Boston, Sparks of Akron and Walmsley of 

New Orleans and Mr. Betters, secretary of the conference. Standing, 

Mr. Moffett of New York, Mayors Hoan of Milwaukee, Ellenstein of 
Newark and Dykstra of Cincinnati 


maturities (to the amount of about 
$3,000,000) had been met promptly, 
and all interest on both funded and 
floating debt. In spite of the serious tax 
delinquencies, only a million dollars had 
been added to the city’s indebtedness 
during the year. 

The city’s immediate situation was 
more than critical. It was apparent that 
only through the most intelligent co- 
operation between banks and _ public 
officials could default be averted. From 
the standpoint of the banks, the city had 
to continue to pay principal and interest 
on its bonded debt, and retire a sub- 
stantial portion of its floating debt dur- 
ing 1934. From the standpoint of the 
public officials, this had to be done with- 
out serious curtailment of essential 
governmental services. 

Right here, however, it should be 
emphasized that the financial interest 
of the bondholder is just as great in the 
maintenance of essential community 
services as is that of the public official. 
After all, in a city all power flows from 
the citizen. That means that in any 
critical financial picture there are three 
definite interests to be considered. They 
often appear conflicting. Actually, they 
are in harmony. These are the interests 
of the banker or bondholder, the public 
official and the taxpayer. 

Frequently it is assumed that the in- 
terests of the public official and the 
taxpayer are identical. Perhaps just as 
frequently it is assumed that the 


interests of the bondholder and the tax- 
payer are identical. They are in har- 
mony bui far from identical. The bond- 
holder, for instance, might insist that 
city services be sacrificed so that debt 
service might be paid. There comes a 
point, however, where the taxpayer, at 
first on the side of the bondholder in 
insisting that public officials reduce the 
cost of government, rebels. This point is 
reached when the curtailment of gov- 
ernmental services begins to affect 
himself or his family—when the neigh- 
borhood school or library shuts down, 
or when the pavement in front of his 
house begins to break up for lack of 
maintenance or when a burglar gets 
into his home and there are no police- 
men within call. When he finds that he 
isn’t getting any services for his tax 
dollar, he’s likely to stop paying. Then 
everybody loses and nobody gains. 
But to return to Boonville. A survey 
of the city’s financial condition was 
made. It was evident from that survey 
that there were two distinct pictures— 
the immediate picture and the long 
range picture. The immediate picture 
looked bad, the long range picture 
looked good. The survey had demon- 
strated that the city government had 
up to that point made little reduction 
in the budget—it was estimated by 
governmental experts that approxi- 
mately 20 per cent could be eliminated 
from the budget and services still be 
adequately (CONTINUED ON PAGE 60) 
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Bringing the Mountain to Mahomet 


In one of the old legends, it is told that Mahomet called 
again and again for the mountain to come to him that 
he might offer prayers from its top. But his appeals 
were of no avail, and in the end Mahomet had to go 
himself to the mountain. 


Upper floors of large buildings are like Mahomet’s 
mountain, And tenants, like Mahomet, have to go to 
this mountain not once but several times a day. 

To carry them to the mountain safely, comfortably 
and dependably, elevators are installed. However, to 
perform this service satisfactorily day in and day out, 
year in and year out, elevators require maintenance 
of the highest order. , 

Possibly buildings have come to you recently through 


foreclosure. And if so, one real and tangible reason for 


it may be that elevators have not been properly main- 
tained and have not discharged their duty to the satis- 
faction of tenants. In any event, it is essential that 
elevator service in these buildings be at its best. And 
this problem is easily solved through Otis Elevator 
Maintenance. 

Otis Maintenance insures elevator service that is 
above censure. And it is particularly apropos to your 
needs, since it is available at a reasonable, fixed monthly 
rate. And makes possible the budgeting of elevator 
expense and the more accurate estimation of building 
rentals on a profitable basis. For more complete 
details, call in a local Otis representative. 
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Legal Notes and Digest 


State Banking Statutes and 
Federal Legislation 


and opin- 

ions given here are prepared for 
the JOURNAL by the Legal De- 
partment of the Association, un- 
der the direction of D. J. Need- 
ham, General Counsel. 


STATE legislators are vitally concerned 
with recent developments in Federal 
legislation. This seems to be particularly 
true in the banking field. The following 
are some of the more important items 
which are of interest to state govern- 
ments. 


I. INTEREST ON PUBLIC FUNDS 


Section 11 (b) of the Federal Banking 
Act of 1933 prohibiting, in general, the 
payment by members of the Federal 
Reserve System of interest on demand 
deposits, contains an express exception 
as to public deposits of a state or of a 
political subdivision “with respect to 
which payment of interest is required 
under State law.”” New York, for ex- 
ample, followed such Federal legislation 
with an express statutory declaration as 
to interest on public funds. 


II. PLEDGE OF ASSETS FOR PUBLIC 


DEPOSITS 


Section 5153, United States Revised 
Statutes, as amended in 1930, provides 
that a national bank “may, upon the 
deposit with it of public money of a 
State or any political subdivision there- 
of, give security for the safe-keeping 
and prompt payment of the money so 
deposited, of the same kind as is author- 
ized by the law of the State in which such 
association is located in the case of other 
banking institutions in the State.”’ This 
Federal statutory provision is made 
more significant by the recent ruling of 
the United States Supreme Court that 
national banks have no right in the 
absence of a Federal statutory provision 
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to pledge assets even for public deposits. 
Some controversy may exist as to what 
the policy of the state should be. The 
United States Supreme Court stated 
that a pledge of assets by a bank for any 
deposit constitutes poor banking prac- 
tice. Many bankers share this opinion. 
Whatever the policy of the state, it 
should be clearly expressed and not left 
to conjecture. 


III. SUPERVISION OF PRIVATE BANKS 


Section 21 (a) (2) of the Federal 
Banking Act of 1933 provides that such 
private banks as are not “subject to 
examination and regulation under State 
or Federal law”’ shall be subject to ex- 
amination by, and make reports to, the 
Comptroller of the Currency or the 
Federal Reserve Board. This provision, 
which becomes effective on June 16, 
1934, will probably stimulate state 
legislation relating to supervision of 
private banks. 


IV. FEDERAL RESERVE MEMBERSHIP 


The Federal Banking Act of 1933 
permits mutual savings banks, Morris 
Plan banks, and similar institutions to 
join the Federal Reserve System. This 
calls for a declaration of legislative 
policy by the states as to whether they 


desire such institutions to join the Sys- 
tem. A factor in this connection is that 
membership in the Federal Reserve 
System carries with it participation in 
the Federal deposit insurance system. 


V. DEPOSIT INSURANCE 


Clear-cut state legislation seems de- 
sirable as to the authority of state- 
chartered non-members of the Federal 
Reserve System to participate in Fed- 
eral deposit insurance. Such legislation 
may deal with both the temporary and 
the permanent system. If authority to 
join the permanent system is given, it 
would seem well to include a specific 
authorization to purchase stock in the 
Federal Deposit Insurance Corporation. 
The legislation may deal with the au- 
thority of the Federal Deposit Insurance 
Corporation to act as liquidating agent 
for closed state banks. 


VI. FEDERAL CORPORATIONS 


Newly created Federal corporations 
have caused considerable state legisla- 
tion. This involves authority to banking 
and trust institutions to purchase the 
obligations of such corporations, both 
for their own account and as corporate 
fiduciaries. It involves also the author- 
ity to pledge such obligations for de- 
posits of public funds and for obligations 
as corporate fiduciaries. Several states 
have expressly authorized state banks 
and trust companies to exchange mort- 
gages held by them as fiduciaries for 
bonds of the Home Owners’ Loan Cor- 
poration. State legislation is necessary 
in some jurisdictions to authorize bor- 
rowing from the Reconstruction Fi- 
nance Corporation and other Federal 
agencies. If such authority is given, the 
right to pledge assets for the loans 
should be specifically included. 


VII. USURY 
Under Section 5197, United States 
Revised Statutes, what constitutes 
usury by a state bank constitutes, in 
general, usury by a national bank. 
(CONTINUED ON PAGE 46) 
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Perhaps your bank needs one 


of these audits,too ... . 


URING recent years, the F & D has been called upon to 
D analyze the insurance coverages of hundreds of banks. 
Some of the situations disclosed by these audits have been 
astounding, to say the least. 


Many banks, for example, were found to be carrying such 
complicated combinations of coverages that not even a Phila- 


delphia lawyer would know how to go about filing claims 


against the various insurers. In numerous other cases banks 
were found to lack certain essential forms of protection, while 
at the same time they carried excessive amounts of insurance 
against relatively unimportant hazards. In many instances it 
was found possible to simplify and improve the protection 
carried by a bank, without increasing its premium outlay. 


What about your insurance coverages? Are they up-to-date in 
form, as well as in amount? Do they cover every possible 
source of loss? Are you positive you are not paying for more 
insurance than you need with regard to certain hazards? 


The best interests of your bank demand that these questions be 
answered promptly and authoritatively. We will gladly have 
one of our specialists give you this information at any time that 
will be convenient to you, and without placing you under the 
slightest obligation. May we have the pleasure of serving you? 


FIDELITY DEPOSIT 


COMPANY OF MARYLAND 
BALTIMORE 


Fidelity And Surety Bonds Theft And Glass Insurance 
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VIII. BRANCHES 


Section 23 of the Banking Act of 1933 
continues the policy of making the 
branch banking privileges of national 
banks dependent upon the authority 
of state banks under state legislation. 


IX. TRUST POWERS 


Under Section 11(k) of the Federal 
Reserve Act, the trust powers of na- 
tional banks are affected in various 
ways by state legislation. 

(a) Such powers cannot be exercised 
in contravention of state law when a 
state-chartered corporation competing 
with a national bank is not authorized 
to exercise the particular fiduciary 
powers. 

(b) The state law controls as to the 
deposit of “securities with the State 
authorities for the protection of private 
or court trusts.” 

(c) The bond required of an individ- 
ual fiduciary is not required of national 
banks “if State corporations under simi- 
lar circumstances are exempt from this 
requirement. National banks shall have 
power to execute such bond when so 
required by the laws of the State.” 


SINGLE INTEREST OF TRUSTEE 


has noright to act in the 
double capacity of broker or pur- 
chaser, tosellalleged securities at a profit 
to trust estates of which it is trustee, or 
to unload upon such trust estates worth- 
less securities. These methods of plun- 
dering the estates of dead men cannot 
receive the approval and commenda- 
tion of this court.” 

Kelsey v. Detroit Trust Co., 251 
N.W. (Mich.) 555. 


TRUST—INDEPENDENT LEGAL ADVICE 


A New York decision indicates that 
for its own protection a corporate 
trustee should insist when a trust agree- 
ment is being prepared that the contact 
between the creator of the trust and his 
attorney be personal and direct. Su- 
preme Court Justice Sheintag in Joth- 
ann v. Irving Trust Co., N. Y. Law 
Journal, March 16, 1934, said concern- 
ing the creator: 

“She did not have the benefit of 
independent counsel, devoted 
solely to her interests, in explaining 
the significance and the legal and 
practical effects of the instrument 
she signed. She was entitled to ac- 
tual rather than absentee counsel 
and advice.” 

One result was that a provision lim- 


Single Interest of Trustee 
Independent Legal Advice 
Blue Sky Laws 


Pledge by One Joint Depositor 


iting the liability of the corporate 
trustee was struck from the agreement. 


NATIONAL BANKS——BLUE SKY LAWS 


The Comptroller’s opinion that a 
state cannot make its blue sky law ap- 
ply to a national bank appears to be 
based on the ground that a national 
bank is created directly by Federal 
authority and that the interference by 
the state is too direct and material to be 
valid. 


NATIONAL BANK—AGENT TO DEAL IN 
CORPORATE STOCK 

The Comptroller of the Currency, in 
his last annual report, states that it is 
doubtful whether a national bank has 
authority to buy and sell corporate 
stock as an accommodation to its cus- 
tomers or to transmit orders, in connec- 
tion with such stock, to stockbrokers. 
The report suggests that the law be 
amended so as to confer this right. 


DEPOSIT INSURANCE—NEGOTIABLE 

CERTIFICATES—JOINT ACCOUNTS 
Each negotiable certificate of deposit 
issued to the same depositor is “re- 
garded as a separate depositor” by the 
Federal Deposit Insurance Corpora- 
tion in ascertaining the amount of the 
assessment for the temporary fund. 
However, no one owner of such certifi- 
cates can secure benefits of the insur- 


ance exceeding $2,500. This inequitable 
result of paying for protection not re- 
ceived can apparently be avoided by 
using nonnegotiable certificates. 

The general counsel for the Corpora- 
tion has ruled that when a person has 
an individual account and also a joint 
account with another, “each account 
will be insured to the extent of $2,500, 
such accounts not being owned in the 
same right or capacity by the same 
depositor.” 


PLEDGE BY ONE JOINT DEPOSITOR 

Authority to either depositor to 
withdraw the funds of a joint deposit 
does not, of itself, include authority to 
pledge the account to the prejudice of 
the other owner. To take such a pledge 
without the written authority of both 
depositors is poor banking practice. 


FORGED ENDORSEMENTS—IMPORTANT 
DECISION CHANGING LAW 

The United States Circuit Court of 
Appeals (2nd circuit) in the case of 
United States v. Guaranty Trust Com- 
pany of New York (not yet reported), 
held that the law of the place of transfer 
by endorsement of a negotiable instru- 
ment governs the title acquired thereby. 
Therefore the plaintiff could not re- 
cover from the defendant on its endorse- 
ment guaranteeing prior endorsements 
of a check drawn on the Treasurer of 
the United States payable to the order 
of a citizen of Yugoslavia, there trans- 
ferred to a Yugoslavian bank without 
notice of the forgery and for a good 
consideration, and in due course trans- 
ferred to the defendant, since such 
guaranty does not warrant the authen- 
ticity of the signature of the endorser, 
but is instead a warranty of title, and 
where the endorsements are sufficient to 
confer a good title as they were under 
the law of Yugoslavia, the guaranty is 
in accord with the actual situation, and 
there is no breach. 


PENDING LEGISLATION 


The Revenue Bill as it passed the 
Senate contained more favorable pro- 
visions with respect to the deduction of 
interest paid on bank deposits, where 
the deposits are used to purchase tax- 
exempt securities and with respect to 
the deduction of capital losses by banks 
and trust companies when there are no 
corresponding capital gains. 

Effort is being made to prevent the 
stock exchange bill from subjecting 
banks to additional supervision and 
from discriminating against non-mem- 
bers of the Federal Reserve System. 
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IN 


PROPORTION TO 

THE WHOLE 

OF WRITING AND 

MAILING A LETTER 

THE COST OF THE 

FINEST 100% RAG BOND 
IS ONLY 


3.9% 


gl he above statement is proved in a cost analysis prepared 
by Ernst & Ernst, C. P. A. When the cost of paper is so 


small (3.9%) can you afford less than the best? Strathmore 
Parchment is made from 100% selected new white rags and is 
manufactured to the highest possible standards in all respects. Ask 
us for a copy of the Ernst & Ernst analysis of letter costs and 


for an interesting sample demonstration of Strathmore Parchment. 


STRATHMORE PARCHMENT 


STRATHMORE PAPER COMPANY West Springfield + Massachusetts 


and Information 


BUILDING WASHINGTON 


Washington, where the framework of new 
buildings has been in almost constant evi- 
dence for many months, represents America’s 
spirit of constant growth, even in depression 


Reconstruction 


R the first time since 1920, the 
Annual Convention of the Amer- 
ican Bankers Association will be 

held in Washington, October 22 to 25. 

Bankers who recall the post-war con- 
vention of little more than a decade ago 
will find themselves in an amazingly 
changed city this fall, a change striking 
in its physical aspects but even more so 
from the viewpoint of national psy- 
chology. 

In 1920, the demand was all but 
unanimous for the withdrawal of govern- 
ment from the field of private enter- 
prise. The Muscle Shoals adventure was 
regarded as an object lesson in the 
follies of state socialism. The Red 
Menace was keeping many a staunch 
citizen awake of nights. The Plumb plan 
for the nationalization of the railroads 
was disapproved in a resolution adopted 
by the Convention, which also looked 
with misgivings upon proposals ad- 
vanced by certain farm groups for 
Federal aid to stabilize agricultural 
prices at fantastic levels. Thrift was 
considered a laudable trait. Surcease 
from war extravagance in public outlay 
was being insisted on. Government 
banking was confined largely to the 
War Finance Corporation and the Fed- 
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eral land bank system, and there were 
misgivings concerning the wisdom of 
these undertakings. 

Today, the pendulum has swung far 
to the opposite extreme. The Govern- 
ment has become the country’s greatest 
banker. Investors in public utilities find 
themselves in hopeless competition 
with tax-free public ownership on a 
scale which dwarfs into insignificance 
the original Muscle Shoals venture. 
Lenin is no longer a specter, but has 
become eligible in the minds of thou- 
sands to whom his living words and 
deeds were anathema. Thrift and econ- 
omy have become by-words in the minds 
of many Government officials. Inex- 
perienced groups advocate the end of 
the profit-system and the nationaliza- 
tion of industry and agriculture. 

For better or for worse, these changes 
have had a far-reaching effect upon the 
business of banking, and bankers from 
every part of the country are looking 
forward to the opportunity which the 
Convention will give them to meet at 
the national capital, where first-hand 
impressions may be gathered and where 
the best thinking of the whole banking 
fraternity can be brought to bear upon 
the immediate and future problems of 


their business. The largest attendance 
in years is anticipated, and a program is 
being arranged which will embrace 
every phase of banking in its broadest 
aspects. 

Bankers will find their national cap- 
ital transformed. 

The results of the quarter-billion pub- 
lic works program are evident from the 
moment one leaves the Union Station. 
Narrow, unsightly streets have been re- 
placed by magnificent modern roads. 

The new edifices for the use of the 
Post Office Department, the Depart- 
ment of Agriculture, the Department of 
Commerce and many others reflect 
every advance in efficiency and con- 
venience, and are a long step in ad- 
vance. The reflecting pool, the Botanic 
Garden, the Lincoln Memorial, the 
Arlington National Cemetery, the Fol- 
ger Memorial and the new Supreme 
Court Building indicate the progress 
that has been made in making Washing- 
ton a city of great beauty. 

For months, the eyes of bankers have 
been focused on Washington, from 
greater or lesser distances, and the 
Annual Convention will afford a needed 
opportunity to study developments on 
the spot and to exchange ideas. 
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IRVING 


Trust Company 
NEW YORK 


CHARTER MEMBER NEW YORK CLEARING HOUSE ASSOCIATION, OCTOBER 45 1853 


Statement of Condition as of March 31,1934 


ASSETS 


Cash on Hand, and Due from Federal Reserve Bank and Other 

Banks . . $150,749,484.94 

(including those pledged to secure deposits of public monies 

of $52,552,646.32) 
Call Loans and AcceptancesofOther Banks . . . . . . 2,655,449.91 
Notes of Reconstruction Finance §,000,000.00 
Stockin Federal Reserve Bank. . . . . . 334.50,000.00 
State, County and Municipal Securities . . . . .  18,694,256.60 


Liability of Customers for Acceptances . . . 15,189,769.84 
Accrued Income, Accounts Receivable,etc. . . . . . 3,898,1 13.86 
$610,109,230.14 


LIABILITIES 

Deposits . . . + + $460,359,441.78 
75376,219.59 $467,735,661.37 
Reserve for Taxes, Interest, UnearnedIncome,etc. . . . . 1,060,991.10 
Capital Note, due July 31,1934 § 000,000.00 
Undivided Profits . . . .... . 2,612,822.21 107,612,822.21 
Reserve for Contingencies , 8,489,048.84 

$610,109,230.14 
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A. IL. B. 


ILE the final touches to the 

\\ program of the Annual Conven- 

tion of the American Institute of 
Banking, to be held in Washington, 
June 11-14, still remain to be added, 
Charles F. Ellery, Chairman of the Na- 
tional Program Committee, announces 
that he has already arranged with Dr. 
Francis P. Gaines, president of Wash- 
ington and Lee University, to speak 
before the first general session. O. 
Howard Wolfe, cashier of the Philadel- 
phia National Bank, monetary author- 
ity and Institute alumnus, will address 
the final session. 

The National Public Speaking Con- 
test for the A. P. Giannini Educational 
Endowment will be held on Monday 
evening, while Tuesday afternoon will 
be devoted to the departmental con- 
ferences, with their splendid oppor- 
tunities for amassing new and useful 
banking information, cementing old 
friendships and making valuable addi- 
tional contacts. These conferences will 
delve into problems of audits and ac- 
counting, bank administration, busi- 
ness development and advertising, 
credits, deposit functions, investments 


and investment banking, savings bank- 
ing and trust functions. These con- 
ferences will be resumed the following 
afternoon. 

On Wednesday and Thursday morn- 
ings a series of Institute conferences 
will be held. Subjects will include chap- 


A. P. Giannini, chairman of the board, 
Bank of America National Trust and 
Savings Association and founder of the 
A. P. Giannini Educational Endowment 


ter administration, debate, public edu- 
cation, the women’s conference, public 
speaking and publicity. 

The National Convention debate 
rounds out the Tuesday program. Two 
chapter teams which have won their 
way to national standing through a 
series of inter-chapter debates will par- 
ticipate in this event. 

The program is so arranged that 
there will be opportunity to see many 
of the attractions of the national capital, 
and the Washington entertainment 
committee has provided for activities on 
a scale that indicates their determina- 
tion to make every delegate’s visit a 
memorable occasion. Four evenings of 
dancing in a variety of settings, a boat 
trip to Mt. Vernon with music, a trip 
to Glen Echo Park with a water 
carnival and dancing in the new Spanish 
garden, and a circus night with music 
by a nationally known radio orchestra 
by no means complete the list of plans 
designed to make this convention the 
most colorful, as well as constructively 
practical, in Institute history. 


Executive Council Meeting 


Executive Council of the Ameri- 

can Bankers Association held its 
annual meeting at the Arlington Hotel, 
Hot Springs National Park, Arkansas. 
Two hundred and seventy members 
were in attendance, headed by F. M. 
Law, president of the First National 
Bank of Houston, Texas, and President 
of the Association. 

On Monday, April 16, meetings of 
the following Committees and Commis- 
sions were held to formulate and com- 
plete reports and recommendations: 

Administrative Committee, Agricul- 
tural Commission, Bank Management 
Commission, Bankruptcy Committee, 
Commerce and Marine Commission, 
Economic Policy Commission, Federal 
Legislation Committee, Finance Com- 
mittee, Insurance Committee, National 
Bank Division Executive Committee, 
Protective Committee, Public Educa- 
tion Commission, Savings Division 
Executive Committee, Special Commit- 
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tee on Section 5219 U. S. R. S., State 
Bank Division Executive Committee, 
State Legislation Committee, Tax Con- 
ference and the Trust Division Execu- 
tive Committee. 

On Tuesday and Wednesday the 
meetings of the Executive Council were 
held. Reports of the Administrative 
Committee were submitted by Presi- 
dent Law, F. N. Shepherd, Executive 
Manager, and Hal Y. Lemon, Treas- 
urer. Reports by the Presidents of 
Divisions and Sections were next sub- 
mitted as follows: 

American Institute of Banking Sec- 
tion, Albert S. Puelicher; National Bank 
Division, Irving W. Cook; Savings 
Division, Henry S. Kingman; State 
Bank Division, Clyde Hendrix; State 
Secretaries Section, J. W. Brislawn; 
Trust Division, H. O. Edmonds. 

Reports of Commissions and Com- 
mittees were presented by the chairmen 
as follows: Agricultural Commission, 
H. Lane Young; Bank Management 


Commission, Ronald Ransom; Bank- 
ruptcy Committee, M. R. Sturtevant; 
Commerce and Marine Commission, 
Fred I. Kent; Economic Policy Com- 
mission, Leonard P. Ayres; Finance 
Committee, Rudolf S. Hecht; Public 
Education Commission, J. H. Puelicher; 
Insurance Committee, W. F. Keyser; 
Membership Committee, Fred A. Irish; 
Protective Committee; Federal Legisla- 
tion Committee, Robert V. Fleming; 
Special Committee on Section 5219 
U. S. Revised Statutes, Charles P. 
Blinn, Jr.; Taxation Committee, Rob- 
ertson Griswold, and State Legislation 
Committee, E. J. Bowman. 

The meetings of the Membership 
Committee and the State Secretaries 
Section Board of Control were held on 
the 17th. 

At the dinner on the evening of the 
18th L. E. Birdzell, general counsel of 
the F.D.I.C., read the speech of Leo T. 
Crowley, chairman of the corporation, 
who was unable to attend the meeting. 
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All ciphers print automatically. Since figure work 
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a ra | averages 30% ciphers, almost one-third of the work 
JIMmING CS is done on a Burroughs without touching a key. 


NO EXTRA: MOTIONS: FOR ONE 


T H ft N F E D LE Ss | To subtract, merely touch the subtract bar. It's just 


as simple and fast as touching the adding bar. 


MOTIONS IN NiO EXTRA STROKES FOR TOTALS... 


F | GU RI N G To take a total, merely touch the total key. This one 
motion—not two or three—operates the machine 


and prints the total. 


For example, you touch 77 on a Burroughs with one 
stroke—not two. You touch:3.65 with one stroke—not 
three. You touch 5,870.00 with one stroke—not six. 


NO GUESSING AT AMOUNTS WRITTEN. . | 


No guessing whether you have touched the right keys 
—just look at the keyboard. Keys stay depressed, so 
amount can be checked before it is printed or added. 


If you depress a wrong key in any column, you see 
it instantly on the Burroughs full keyboard. To cor- 
rect it, merely touch the right key in that column. 


A Burroughs does so much of the work for you— 
saves you so much time—so much effort. Careful 
buyers select Burroughs for speed, simplicity and 
ease of operation as well as for quality and long 
life. Call the local office for a demonstration of the 
size and style best suited to your particular needs. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


ACCOUNTING MACHINES CALCULATING MACHINES . TYPEWRITERS CASH REGISTERS . POSTURE CHAIRS . SUPPLIES 
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The Condition 
of BANKING 


(CONTINUED FROM PAGE 5) 


season, but comparisons with recent 
months, duly weighted for seasonal and 
other changes, show a steady increase 
which is estimated to have brought de- 
partment store sales to substantially 
the level of last August. This was the 
highest since February, 1932. As in 
February and March, the chief increases 
in sales and the movements of goods into 
consumption generally were in the 
South and Central West, again reflect- 
ing the distribution of Government 
funds to farmers and increased activi- 
ties in industries depending upon the 
farmer trade. 


CLOTHING TRADE 


IN the New York district there was a 
tendency to slow up in retail lines and 
to speed up the wholesale trade. The 
retail trade, however, maintained a lead 
of about 18 per cent in dollar values over 
the corresponding period of last year. 
Business was exceptionally good in 
groceries and the food trade and in 
household supplies generally, but the 
chief movement was in wholesale lines 
for summer clothing, which reached a 
larger volume than at any time in the 
past four years. Such also was the case 
in the Philadelphia district where the 
best record in three years was regis- 
tered. In the Boston district the record 
was not so good. Although dollar sales 
exceeded those of a year ago the volume 
of goods moved showed no increase and 
in some lines of woolen goods it was 
actually lower. 

Summer goods and materials for sum- 
mer clothing were the leaders in a con- 
tinued advance in the Chicago district. 
The incidence of a new sales tax slowed 
up retail sales somewhat from the late 
March volume, which was unusually 
large in anticipation of the tax. In the 
Minneapolis district the post-Easter 
slump was slight and there was a 
marked advance in the off-take of 
household supplies and in such house- 
hold repair lines as paints, hardware, 
furniture, refrigerators and electrical 
goods in which sales were the largest 
since 1930. 

In the South the fine spurt in both 
retail and wholesale lines shown in the 
first three months of the year has con- 
tinued. At Atlanta the demand for 
nearly all kinds of merchandise was the 
best in the post-Easter season since 


1930, household supplies and wearing 
apparel leading as in most other dis- 
tricts. In the Dallas district dollar sales 
continue to lead over last year’s record 
but at a considerably slower pace. In 
the St. Louis area a slow but steady 
improvement is reported, retail sales 
running about 28 per cent above those 
of a year ago. San Francisco gives a 
similar report. Cleveland reports a con- 
tinuance of the upward movement 
which started with the resumption of 
automobile production upon its present 
scale. Sales in the Richmond district 
have been above last year in dollar 
value but the increase in volume has 
been slight. 

In all these increases in trade, higher 
prices must be given special considera- 
tion. An increase of 28 or 30 per cent in 
the dollar turnover does not mean much 
when it is considered that the advance 
in the retail prices of many lines of 
goods ranges from 20 to 25 per cent. 
There is a further consideration—that 
much of this buying doubtless repre- 
sents replacement of exhausted sup- 
plies, filling a void that has been grow- 
ing for the past four years. 

Industrial developments, as usual, 
have been dominated by the swelling 
output of the steel mills and automobile 
factories. According to various author- 
ities and methods of calculation, the 
output of the mills during the month 
has been running at the rate of from 49 
to 52 per cent of capacity. This volume 
has been an extension of the general 
trend of increase in the first quarter of 
the year and has also been due to mount- 
ing orders placed in anticipation of 
higher prices. The demand was the 
result not only of continued high auto- 
mobile production but also included 
increased orders in structural steel, rail- 
way supplies and bars, sheets and plates. 
Bookings of some of the mills show an 
increase of 50 per cent over the average 
rate of the first quarter of the year. 


FITZPATRICK IN THE ST. LOUIS POST-DISPATCH 

While doubtless much of this is in 

anticipation of higher prices, the pros- 

pects are that present activity will 
extend through May at least. 

Automobile production during April 
is estimated at slightly above 400,000 
cars, of which General Motors furnishes 
about 165,000 and Ford and Chrysler 
about 195,000 between them in about 
equal numbers. This compares with 
386,637 in March. Truck manufacturers 
report a greatly increased demand for 
their machines, sales so far this year 
running about 150 per cent above those 
of the same period last year. 

Textiles, on the whole, give only a 
fair account of themselves. In New Eng- 
land, woolens were off and cotton mills 
show a slight decrease in output. In the 
central Atlantic and southern states the 
record was better. The general opinion 
seems to be that cotton textiles will lag 
for a time, partly because of large stocks 
built up in recent months. What in- 
creases were noted in the latter part of 
March and in April were in industrial 
fabrics such as those used in tires. 

While the steel mills have orders 
which will keep them on the current 
level of production for several weeks, 
there is considerable misgiving over 
price advances announced as effective 
in the closing days of April, and a reac- 
tion is looked for by some authorities 
in June. 

General business improvement natu- 
rally has affected banking, although its 
chief effect seems to be to emphasize 
conditions of recent months rather than 
lead to any new course in banking de- 
velopments. Better retail and wholesale 
trade in consumers’ goods have resulted 
in increased turnover of funds, the 
velocity of deposits being estimated at 
from three to five per cent above that 
of March and running from 23 to 25 
per cent above the same months a year 
ago, making due allowance for the 
banking holiday. 
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The 


New York rust 
Company 


I00 BROADWAY 
40th St. & Madison Ave. Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, March 31, 1934 
RESOURCES LIABILITIES 


Cash on Hand, in Federal $12,500,000.00 
Reserve Bank and Due 
from Banks and Bankers $62,055,964.07 ne 


United States Government 
Securities . 


Capital 


Surplus 


Undivided 
Profits 


1,490,871.18 $33,990,871.18 


88,450,033.45 


Capital Note 2,500,000.00 


Reconstruction Finance 

Corporation Notes . 2,500,000.00 
Other Bonds and Securities 38,685,771.02 
Loans and Bills Purchased. 119,121,690.41 


Real Estate, Equities, 
Bonds and Mortgages 


Reserves: 
10,275,000.00 
1,607,107.75 


For Contingencies 
For Taxes, Interest, etc. . 


Deposits . 262,971,280.11 


5,139,122. 98 
Outstanding 


Checks . _5,594,091.73 268,565,371.84 


Dividend Payable March 
31, 1934 


Acceptances and Letters of 


Customers’ Liability for 
Acceptances and Letters 
of Credit 


Accrued Interest and Other 
Resources . 


11,646,715.84 
625,000.00 


2,248,300.41 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


14,326.17 


Credit . 


12,284,247.41 


Acceptances, etc.,Sold with 


$329,861,924.35 


Our Endorsement 


14,326.17 
$329,861,924.35 


Member of the Federal Reserve System and of the New York Clearing House Association 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 
J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe & Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


Trustees 


RUSSELL H. DUNHAM 


President, Hercules Powder Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


CHARLES HAYDEN 
Hayden, Stone & Company 


F. N. HOFFSTOT 
President, Pressed Steel Car Co 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


EDWARD E. LOOMIS 


President, Lehigh Valley Railroad Co. 


ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 


HOWARD W. MAXWELL 
New York 


GRAYSON M.-P. MURPHY 
G. M.-P. Murphy & Company 
HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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Recently 


(CONTINUED FROM PAGE 9) 


certain that it cannot be solved by 
emergency measures. The best that can 
now be hoped for is a gradual liquida- 
tion of the schemes already undertaken 
and a gradual building up of a better 
market for the farmer by improving 
conditions in other activities. It will be 
a long pull but there is no other way 
out of it. 


FACTS of the present situation can no 
longer be dodged; nor should they be. 
There has been enough of experiment- 
ing and it is time there was an end to it. 
The United States is demonstrat- 
ing daily its power of recovery. If the 
American people can get rid of some of 
their idle dreams of a sudden return to 
boom times, if they will discard such 
fetishes as price levels, monetary ma- 
nipulation, inflation, planned economy, 
production restrictions and other un- 
tried methods of recovery and accept 
facts as they are and not as ballyhoo 
has represented them to be, they will 
soon get somewhere and the future can 
be faced with absolute confidence. 


Capital 

On an average the R.F.C. owns 31 
per cent of the capital structure of the 
100 largest banks in the United States; 
its proportion of the capital of the first 
20 banks is even larger. As a demonstra- 
tion that the sale of preferred stock 
to Mr. Jesse Jones’ corporation is not 
an indication of weakness this is unim- 


peachable, but as a demonstration of 
profit earning possibilities it is not quite 
so convincing. 


Gold 


It has been difficult to follow the 
ramifications of the Treasury’s gold 
transactions in recent weeks. It seems 
that some of the gold arriving from 
Europe or otherwise turned over to Mr. 
Morgenthau’s strong box has not been 
covered by paying out certificates 
which would be turned into the Reserve 
banks and ultimately increase the al- 
ready balloon-like excess reserves. In- 
stead, it has been held in the Treasury 
to increase the latter’s own reserves, 
which had been running rather low 
previous to the European windfall. 
In the meanwhile the Treasury has 
drawn upon its depositories for needed 
cash. There is no reason why this 
should not be done; there are good rea- 
sons, in fact, why it should be done, 
since further increase in member bank 
excess reserves is likely to be disturbing. 
It may be relied upon that under pres- 
ent conditions the gold transactions 
of the Government are sound. 


* 
Loss 


Chairman Jesse Jones of the R.F.C. 
estimated before a Senate Committee 
that if the provisions of the McLeod bill 
providing for the immediate payment 
of depositors in closed national and 
Federal Reserve member banks were 
extended to all banks, the resulting loss 
to the Government would be around 
$2,500,000,000. This is the first official 
estimate of the loss on assets in the 


May 1934 


closed banks so far published. That de- 
positors in banks have been able to 
bear this loss and build up bank depos- 
its to their present level indicates 
considerable strength somewhere. 


* 


Labor 


In the opinion of President Green of 
the American Federation of Labor the 
“scene of the conflict” between labor 
and its employers “has been transferred 
from the strike field to the council 
room” and that seems to sum up the 
opinion of both sides to current contro- 
versies. There is also general agreement 
to the substance of the statement from 
the White House following the adjust- 
ment of the principal automobile union 
dispute that “in the settlement there is 
a framework for a new structure of 
industrial relations, a new basis of un- 
derstanding between employers and 
employees.”” However, the collective 
bargaining clause of N.I.R.A. leaves 
plenty of room for further differences of 
opinion, the Wagner bill to interpret 
that clause rather adds to than sub- 
tracts from its possibilities of trouble 
breeding, while pending shorter hours 
and increased pay legislation open up an 
unlimited field for discord. It will re- 
quire a lot of patience and good sense 
on the part of all concerned to keep the 
wheels of industry turning. 


CORRECTION 


In March the JouRNAL reproduced a chart 
captioned, in error, ‘‘ Forecast by the Cleveland 
Trust Bulletin”. The forecast was not by the 
Bulletin but was based directly on Government 
statistics. 


CAMPAIGN IN EARLY STAGES — PREVIEW 


Congressmen are hoping soon to return home in anticipation of fall elections. Senator 
Robert R. Reynolds, left, and Representative Jennings Randolph are among those 


making preparations 


& U. u. & 0. 


AMERICAN BANKERS ASSOCIATION JOURNAL, May 1934 


The subscription books having been closed, this advertisement appears as a matter of record only. 


Corn Exchange Bank Trust Company 


(Established 1853) 


78,000 Shares 
CAPITAL STOCK 


Member 
New York Clearing House Association 
Federal Reserve System 


CAPITAL (represented by 750,000 shares of Capital Stock par value $20 each)........eeeeee0+ $15,000,000.00 
CAPITAL NOTE (payable on or before July 31, 3,000,000.00 
SURPLUS AND UNDIVIDED PROFITS (as reported by Bank’s statement as of April 1, 1934)... | 16,083,736.48 


Present Dividend Rate $3 00 per annum, payable quarterly. 


This offering does not constitute new financing on the part of the 
Corn Exchange Bank Trust Company. We and our associates have con- 
tracted to purchase 70,000 shares (together with an option exer- 
cisable at $50 per share on an additional 77,010 shares) at $50 per 
share (carrying the dividend payable May 1, 1934). 


In addition to this offering of 78,000 shares for public subscription, 22,000 
shares have been withdrawn from sale by certain of our associates. 


Price $54 per Share 
(not carrying dividend payable May 1, 1934) 
yielding 5.55% at the present dividend rate 


This offering is made subject to the receipt of the shares and option by us. We reserve the right to reject any and all 
subscriptions in whole or in part, to allot in our uncontrolled discretion in full or less than the amount applied 
for with or without closing the subscription books, and to close the subscription books at any time without 
notice. It is expected that payment for shares allotted on subscriptions will be due on or after April 24, 1934 
at the office of Lehman Brothers, 1 William Street, New York, N. Y., against dzlivery of due bills. 


LEHMAN BROTHERS 


No dealer, salesman or any other person is authorized by Lehman Brothers in connection with this 
offering to give any information or to make any representations other than as set forth above, 
and no person is entitled to rely upon any information or representation not contained herein. 


This offering is not intended to apply in any state where the sale or advertising 
of the above security is unlawful. 
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Conservation of 
Life Insurance Estates 


Repay Loans—Keep the Policy in Force 


NE question very frequently pre- 
sented to bankers is, “Should I 


cash in my life insurance policies 
upon which I have substantial loans?” 

Since a very large share of the amount 
of insurance surrendered has followed 
more or less directly the making of a 
loan—the act of borrowing is generally 
regarded as the first step toward can- 
celation of the insurance itself. Careful 
study and intelligent advice upon this 
question, therefore, becomes exceed- 
ingly important, unless many billions 
more of continuing insurance protection 
are to be forfeited on the false premise, 
frequently urged by the insurance 
“twister,’’ that the annual cost of new 
insurance is less than the present cost of 
old insurance plus interest on the loan. 
True, the appearance of a high cost for 
the old insurance is magnified by the 
usual presentation of bills for premium 
and interest together, whereas the loan 
interest should be segregated the same 
as would be the case if it were money 
due for interest on a bank loan or on a 
mortgage. 

The owner of mortgaged property 
does not think of selling as a means of 
liquidating the indebtedness, yet the 
mortgaged life insurance and the mort- 
gaged home are fundamentally of the 
same character in that both represent a 
loan against an important and substan- 
tial asset, but with the following dis- 
tinctions: 

1. Asomewhat similar scale of annual 
costs (premium in the case of life in- 
surance and real estate taxes in the 
case of the home) which adds a defi- 
nitely measurable sum to the cash 
equity of life insurance—nothing to the 
real estate value or equity. 

2. This annual cost represents the 
entire cost of a life insurance policy, say 
of $10,000, whereas a $10,000 home in- 
volves a cash outlay or an equivalent of 
its full value in addition to the annual 
taxes. 


3. Broadly speaking, the market 


value of both has a reasonably close 
relation to the total cost, closer in the 
case of life insurance because the annual 
cost of insurance is the only cost. 

4. Though marketability of the in- 
surance policy is guaranteed at all times 
for stated values, no property has this 
attribute. 

5. And finally, the mortgage holder 
may compel payment in full of the 
amount of mortgage, but the terms for 
repayment of a life insurance loan rest 
entirely with the borrower. 

There is no valid reason for treating 
an insurance loan differently than any 
other kind of loan, and the advantages 
of retaining all benefits of a policy on 
which a loan exists should be very care- 
fully studied before deciding upon 
“cashing in” or replacement. There are 
very few cases where such a change is 
justified, and it is safe to say that an 
adequate understanding of all the fac- 
tors in such an instance can be best and 
fully understood if an experienced in- 
surance agent is called in, preferably 
from the company holding the present 
insurance. 

Banks have cooperated during the 
depression in scores of ways in the con- 
servation of their customers’ life insur- 
ance. One example from the files of an 
eastern institution is typical. 

This bank had a customer to whom it 
had extended a collateral loan of ap- 
proximately $5,000. The current market 
value of this collateral had shrunk, in 
the depths of the depression, to $1,000 
in excess of the loan. The earning power 
of the customer was depleted by about 
60 per cent. His insurance in the sum of 
$50,000 had also been borrowed against, 
and there was no longer income suffi- 
cient to meet the demands both of the 
insurance company and the reduction of 
the bank’s note. 

On learning of the customer’s di- 
lemma, the bank immediately worked 
out a plan whereby the repayment of 
its own loan was amortized over a 


longer period, and the insurance kept in 
force. 

Such acts have an important effect 
upon the future of individuals in every 
part of the country and indicate the 
value which bankers place upon life in- 
surance as a social and financial force. 

It was stated recently by the presi- 
dent of a life insurance company that 
“Unquestionably many loans are made 
and many policies surrendered for rea- 
sons which have no relation to the best 
interests of the insured. Many times the 
‘twister’ is probably responsible, to 
the actual detriment of the insured. 
. . . But in the times through which 
we have been passing, opportunity has 
been given to life insurance as an insti- 
tution, through the cash loans and sur- 
render values it has disbursed to its 
policyholders, not only to relieve the 
exigencies of individuals, but to serve 
in a very wide way the people through- 
out the nation.” 

After making an extensive study of 
loans to policyholders the president of 
another company was quoted very early 
in the depression as saying “that ex- 
cept in the case of those of very meagre 
estates, borrowing upon the policy was 
an unnecessary act, and that other 
funds could have been utilized for the 
purpose.” He stated also that “repay- 
ment does not occur except in an ex- 
ceedingly small number of cases.” This 
presumably related to normal times 
when such loans by all companies 
averaged $379,000,000 annually. These 
loans divert from their intended protec- 
tive purpose large volumes of life in- 
surance—which seems the really serious 
aspect of the question of policy loans. 

An important and ideal preliminary 
step in the conservation of life insurance 
estates would be the continuous and 
persistent discouragement of loans on 
policies unless some plan or pressure 
for repayment on a regular basis is made 
at the same time, as in the case of any 
other type of loan. 
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THE PENNSYLVANIA RAILROAD 


SUMMARY OF ANNUAL REPORT FOR 1933 


TT 87TH ANNUAL REPORT of the Pennsylvania Railroad Company, covering 
operations for 1933, will be presented to the stockholders at the annual meet- 
ing on April roth, 1934. The report shows that although total operating revenues 
declined over $6,600,000, or 2.0%, as compared with 1932, the Company earned 
a net income of $19,281,169 as compared with $13,573,536 in 1932. Net income for 
1933 was equivalent to 2.93% upon the outstanding capital stock at the close 
of the year as compared with 2.06% earned in 1932 upon the amount outstand- 
ing at the close of that year. Net income per share (par $50.) was $1.46, as com- 
pared with $1.03 in 1932. 


OPERATING RESULTS 


Comparison with 1932 
1933 Increase or Decrease 


Operatinc REvENUEs were $324,715,814 D§$ 6,677,644 
ToraL OperatTinc ExpENsEs were 226,768,347 D 15,243,256 
Leavine Net Revenue of $ 97,947,467 I $ 8,565,612 
TAxEs amounted to . 24,459,600 D 3,771,830 
EQuipMENT, Joint Faci.ity Rents, etc., amounted to 11,511,008 D 507,378 


Leavine Net Rattway Operatinc INcoME of ....... $ 61,976,859 I $12,844,820 
INCOME FROM INVESTMENTS AND OTHER SourRcEs amounted to 41,619,599 D 4,979,792 
Makino Gross INcoME of . $103,596,458 I $ 7,865,028 
RentTaL Paiw Leasep Lines, INTEREST ON FuNpDED Dest AND 

OTHER CHARGES amounted to ..... 84,315,289 I 2,157,395 
Leavinec Net Income (Equal to 2.93°% of Capital Stock) . $ 19,281,169 I $ 5,707,633 


A dividend of 1%, amounting to $6,583,848, was paid to stockholders on March 
15, 1934, and charged against net income for 1933. 


* * 


Achievement of the results recorded above, notwithstanding the continuation of 
adverse business conditions, reflects outstanding credit upon the officers and 
employes. The stockholders and bondholders are again reminded that by con- 
tinuing their cooperation of the past they will be of great assistance in promoting 
a return of prosperity which will be of immeasurable benefit to themselves, the 
Company and the Nation. 
W. W. ATTERBURY, 

Philadelphia, Pa., April 3rd, 1934 President 


THE PENNSYLVANIA RAILROAD 


SHIP AND TRAVEL VIA PENNSYLVANIA 


Stockholders may obtain copies of the Annual Report from 
J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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ep TIME 
CONTROL 


AY 


Meets all requirements of 
the new Bank Insurance 


Rules 


PROTECTED BY 


BURGLAR 


AND 


HOLD-UP 


LOCKING SYSTEM 


Eliminate the ‘‘exposed 
cash"’ lure for bandits. 
Money can be quickly 
and completely protected 


with the Meilink Delayed Control 
Money Locker. 


The sign that 
detours bandits 


Slam the door and it's locked. 

No bolts to throw — no winding. 
Operates off any light socket. 
Large capacity. 

All steel and concrete construction. 


Weight 700 pounds. 


May be connected with silent alarm 
system. 


Built by the first producer of steel fire- 
proof safes — 35 years of protection 
service. 


Write for Complete Information 


MEILINK STEEL SAFE COMPANY 
TOLEDO, OHIO 


Meilink-Built Steel Safes for Bank, Store, Office and 
Home Provide Better Protection 


\ 
ong Wy 


Protect incoming cash at the re- 
ceiving points with Meilink Elec- 
tric Automatic Delayed Control 
Money Lockers. 


The Delayed Control is positive 
and dependable. The familiar 
regulation combination lock con- 
trols the electrical movement. 
There are no clock springs — no 
winding — no bolts to throw — 
no “freezing.” All electrical con- 
tacts are solid silver, not affected 
by temperatures, moisture, jarring 
or rough usage. The electrical 
current is supplied from any light 
socket. 


There is no way by which anybody 
can change the fixed cycle of the 
Meilink Delayed Control — it 
always resets itself to run the full 
period. There is no way of opening 
this locker before the fixed de- 
layed time cycle is completed. 
When the time is up and not be- 
fore, the bolt automatically with- 
draws and the door may be 
opened. 
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An Unreliable 
Bank 


(CONTINUED FROM PAGE 29) 


even with the officers of other banks; 
whether it is eligible for rediscount at 
the Reserve and, if not, whether it could 
be used as the basis for a loan from the 
R.F.C. in case of an emergency; whether 
it will be approved by the national bank 
examiner or the state bank examiner 
and, finally, the Federal Deposit Insur- 
ance Corporation’s examiner. 

Investments can be made only with 
due regard for the limitations in the 
banking act, state laws, the approval of 
the Comptroller of the Currency or the 
state superintendent, the insurance 
corporation and, in many cases, the 
R.F.C. The matter of the bank’s 
liquidity is to be daily balanced be- 
tween the demands for substantial 
liquidity on the part of the Federal 
Reserve authorities on the one hand 
and the disposition of the R.F.C. to 
force increased industrial and commer- 
cial loans on the other. It is a confusing 
situation into which the Treasury may 
dip its fingers at any time in the exercise 
of its money authority. 


OBJECT, SALUTARY 


ALL this, naturally, is regulation run- 
ning into regimentation. Under present 
conditions most of it may be necessary; 
most of it certainly is salutary in object 
if not in method. But from the practical 
banking standpoint the complexity of 
these regulations is both confusing and 
restraining. Few bankers can now know 
exactly where they stand with respect 
either to the law or to the various super- 
visory and control agencies. Most of 
them find it difficult to ascertain their 
actual position even in carrying out the 
direct mandates of the law with respect 
to past activities or in the liquidation 


| of outstanding relationships, much less 


those with respect to future operations. 
Few, indeed, are willing to undertake 
new enterprises or adopt new and pro- 
gressive policies under such conditions. 

Out of the. maze of laws and regula- 
tions now governing banks are emerg- 
ing certain facts or, at least, certain 
tendencies. The most significant is an 
increasing unification or centralization 
of all these various Federal regulatory 
authorities. It is not mere coincidence 
that condition statements are now re- 
quired of all banks on the same dates 
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Substitute for 
Management 


and in substantially the same terms; 
that rates of interest on deposits are 
now uniform in all banks covered by the 
Federal Reserve System and the insur- 
ance corporation; or that the require- 
ments of the various examining author- 
ities now include trust and other items 
heretofore required of some of the 
banks only. 

Reasonable and proper regulation of 
banking is necessary now and probably 
always will be, yet it is evident that a 
banker can follow all the rules which 
now or later may hedge him about and 
still make mistakes. No amount of 
laws, rules, regulations and regimenta- 
tion can make a good banker or take 
away from a banker the final responsi- 
bility for what he does or fails to do. 
The final test of the successful opera- 
tion of a bank under present conditions 
is, and in the future will be, just what 
it has always been—good bank man- 
agement. This cannot be assured by law 
and there are abundant indications that 
present overelaboration of bank con- 
trol is throttling at its inception that 
independent, responsible good manage- 
ment of banks upon which safe and 
sound banking in the future ultimately 
will depend. 

GrorRGE E, ANDERSON 


He Seems To Be Getting More Good 
Advice Than Bad 


Wad 


RAY IN THE KANSAS CITY STAR 


Send Your 


Collections To Us 


Said a correspondent to us 
recently: 


‘‘We have found your col- 
lection department unsur- 
passed in promptness and 
efficiency.” 

We pride ourselves that this 


reputation is the natural 
result of: 


Direct routing: 


An extensive list of well- 
managed bank correspond- 
ents: 


Collection Department in 
continuous day and night 
operation: 


A specially trained force 
of wide experience. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus... . $30,000,000 
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PATENTS PENDING 


Reduce Overhead...Speed Up Service 


Electric Rekordesk Safes revolutionize the handling . . . housing 
...and protection of vital savings ledger and signature cards. 
Hundreds of contacts with bankers were responsible for their design. 


These amazing Rekordesk Safes reduce overhead . . . eliminate 
time, labor and equipment required for transferring records to the 
vault for night protection. They speed up service . . . keep both ledger 
and signature cards at the teller’s finger tips. They are equally 
efficient for both hand and machine posting methods. They provide 
certified fire protection, 24 hours a day—at the windows where the 
records are used. 

Automatic, electrically controlled operation makes Rekordesk 
Safes a fool-proof, convenient operating unit. Ledger cards rise to 
working position with the operation of the door. Signature cards are 
housed immediately beneath the ledger cards for instant comparison. 

You owe it to yourself to find out how Electric Rekordesk Safes 
will effect new economies for your bank. Write today. There is no 
obligation. 


now offers complete protection for records, money 


known as a leading vault manufacturer, 
and wealth from fire, burglary and banditry. 


OLD 


& LOCK CO. 


ANTON, OHIO 


x This sign in your window 
explains that your money 
is beyond the reach of 
bandits... detours them 
to unprotected victims. 


CRIME MUST GO! 

Ask the Diebold man about the 

application of the Underwrit- 

ers’ labeled automatic rewind 

Delayed Control Timelock for 
hold-up protection. 


SEVENTY-FIVE YEARS OF PROTECTION SERVICE 


DIEBOLD DELAYED 
CONTROL TIMELOCKS 


} 
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Municipal Credit 


(CONTINUED FROM PAGE 42) 


maintained. It was found that by a 
slight increase in the tax rate the budget 
could be balanced on this basis. Bankers 
agreed to finance the city under these 
conditions. 

One of the vitally important phases 
in the new program was to sell it to the 
taxpayers. No taxpayer wants to see an 
increase in the tax rate at any time, 
particularly in a depression. But if at 
the same time, he can see that waste is 
being eliminated from the city admin- 
istration and that the city’s finances are 
at last being put on a sound basis, he 
will cooperate. And that is proving to 
be the case in Boonville. Newspapers 
aided by telling the story intelligently, 
citizen groups were consulted and speak- 
ers relayed the information to the public 
over the radio, with the result that tax- 
payers who can pay are apparently 
doing so, and it appears today as if the 
city would work out of its difficulties. 
A miracle may have occurred—f so, as 
with most such miracles, it was the 
result of cooperation. 

That is an illustration of saving the 
drowning. Emergency tactics are never 
pleasant. But they can be effective if 
all concerned (including the patient 
after he becomes conscious) work to- 
gether to attain the result desired. 

Far better is it to anticipate the 
problem by preventing its occurrence. 
Take a slightly larger city, Cincinnati, 
Ohio, which learned to swim before it 
fell into the water. Cincinnati in 1924 
had a corrupt, inefficient, municipal 
government that was known as one of 
the worst administrations in the coun- 
try. Cincinnati adopted the city man- 
ager plan with all that this implies 
—systematic control of expenditures 
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Guaranty Trust Company 


of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


MAIN OFFICE 
140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL 


ACME 


“Police protection, fire protection, the 
maintenance of streets and _ sewers, 
schools and libraries, public health 
work, recreation—all these services are 


the community . 


through an intelligently administered 
executive budget system, centralized 
purchasing, financial planning, over a 
period of years, of capital expenditures 
as well as current expenditures and the 
establishment of up-to-the-minute busi- 
ness methods in all departments of the 
government. Cincinnati went through 


public works as did all cities. But the 
administration indulged in none of the 
unsound or vicious administrative prac- 


mire from which there was no escape. 
On the contrary, Cincinnati ended the 
year 1933 with excellent credit, having 
collected more than 95 per cent of its 


lions of surplus cash on hand. 
Cincinnati does not stand alone. 
There are enough exceptions to the rule 


that intelligent advance financial plan- 


storm of depression without having to 
reach for a bucket and bail out. 
Sound municipal credit depends, to a 


appreciated, upon intelligent and effi- 
cient administration of local govern- 
ment. The more this is realized by those 
responsible for financing the activities 
of local government, be they bankers or 


governments into effective agencies for 
human welfare and sound investment. 


ning combined with efficient adminis- | 
tration has enabled them to weather the | 


greater degree than has heretofore been | 


taxpayers, the sooner are we likely to | 
achieve the goal of developing our local | 


reflected directly in property values in | 


the boom period and spent money on | 


tices that led city after city to awake | 
after 1929 and find itself in a financial | 


taxes currently, and with several mil- | 


so that it is possible to hope the excep- | 
tion may become the rule. Of several | 
hundred cities, at least, it may be said | 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers 
Bullion in Foreign Branches... . . 
U. S. Government Securities 
Notes of Reconstruction Finance Corpora- 
tion 
Stock of the Federal Reserve Bank: . 4 
Other Securities. .... 
Loans and Bills Purchased . 
Real Estate Bonds and Mortgages . . 
Items in Transit with Foreign Branches . 
Credits Granted on 
Bank Buildings ...... 
Other Real Estate ..... ‘ 
Accrued Interest and Accounts ‘Receivable 


LIABILITIES 
$ 90,000,000.00 
Surplus Fund . 170,000,000.00 
Undivided Profits 7,660,072.81 


Capital Note (Payable on or before July 31, 1934) 
Accrued Interest, Miscellaneous Accounts 
Payable, Reserve for Taxes, etc. . . 
Acceptances. .... .. $116,065, 467. 30 
Less: Own Acceptances 
Held for Investment . 63,056,724.04 


Liability as Endorser on Acceptances and 
Foreign Bills. ... 
Agreements to Repurchase Securities Sold 
Deposits ..... $1,157,667,279.18 
Outstanding Checks . 21,077,711.22 


WILLIAM C..POTTER, Chairman 
EUGENE W. STETSON, Vice-President 


DIRECTORS 

GEORGE G. ALLEN ._ Vice-Chairman, British- 
American Tobacco Company, Limited, 

and President, Duke Power Company 

W. W. ATTERBURY . . President, Pennsylvania 


Railroad Company 

W. PALEN CONWAY ....... President 
CHARLES P.COOPER .. . . Vice-President, 
American Telephone & Telegraph Company 
JOHN W. DAVIS . . . of Davis Polk Wardwell 


Gardiner & Reed 
HENRY W. de FOREST 
ARTHUR C. DORRANCE . 
up Company 


EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP President, Berwind- 


White Coal Mining Company 
LEWIS GAWTRY President, 


The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G. GOSSLER President, 

Columbia Gas & Electric Corporation 


President, Campbell 
So 


Condensed Statement, March 31, 1934 


EUGENE G. GRACE 
Bethlehem Stee! Corporation 


W. A. HARRIMAN. 


JOHN A. HARTFORD . 
Atlantic & Pacific Tea Company 


DAVID F. HOUSTON . 
Life Insurance Company of New York 


CORNELIUS F. 


THOMAS W. LAMONT 
GRAYSON M.-P. MURPHY 


WILLIAM C. POTTER . 
GEORGE E. ROOSEVELT . 
EUGENE W.STETSON ... 
CORNELIUS VANDERBILT WHITNEY . Banker 
GEORGE WHITNEY . 
THOMAS WILLIAMS 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


HAVRE ANTWERP 


$ 214,384,972.47 
2,003,821.00 
484,829,280.56 


20,000,000.00 
62,174,083.76 
8,400,000.00 
21,740,674.22 
628,491 ,774.86 
2,382,413.09 
536.80 
53,008,743.26 
14,008,778.92 
115,198.42 
17,434,826.10 


$1,528,975, 103.46 


$ 267,660,072.81 
20,000,000.00 


8,423,632.99 


53,008,743.26 


874,064.00 
263,600.00 


1,178,744,990.40 
$1,528,975,103.46 


W. PALEN CONWAY, President 


President’ 


. + « « of Brown Brothers 
Harriman & Co. 


. President, The Great 
President, The Mutual 


President, 
naconda Copper Mining Co. 


of J. P. Morgan & Co. 


of G. M.-P. Murphy & Co. 
Chairman of the Board 
of Roosevelt & Son 
. Vice-President 


of J. P. Morgan & Co. 
of |. T. Williams & Sons 
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Economic Delusions (I) 


NE of the most interesting features 
of the present depression is the 
pertinacity which the public has dis- 
played in clinging to various economic 
fallacies. These mass delusions concern- 
ing elementary economic relationships 
retard the dissemination of sound 
knowledge and in so doing postpone the 
action which can assist recovery. 


* * * 


PERHAPS the most important of the 


current delusions, the one which has 
resulted in the most spectacular at- 
tempts to remedy imagined wrongs, is 
the belief that prices in general have 
fallen to unduly low levels. In some of 
the most widely known price indices, 
the base period chosen in computing 
price relationships for successive years 
is 1926; therefore the price level at that 
particular time is given the index num- 
ber 100. With reference to that base, 
prices are slightly over 70 today. 


NATIONAL BANK 


OF DETROIT 
Statement of Condition, March 5, 1934 


RESOURCES 


Cash on Hand and Due from 
other Banks. 


United States Government 
Securities 


Stock in Federal Reserve Bank . 
Loans and Discounts . 

Real Estate Mortgages 
Overdrafts 


Accrued Interest . 
Customers’ Liability Account of Annan and 


Letters of Credit 
Other Resources 


TOTAL RESOURCES . 


97,683,272.52 
Securities other than U. S. Government 


. $ 52,805,820. 00 


$150,489,092. 
6,784,991 .62 
675,000.00 
59,404,616 .93 
10,849,057 .36 
2,238.71 
1,238,576. 20 


291,812.10 
96,982.21 


$229,832,367.65 


LIABILITIES 


Deposits: 


Commercial, Bank and Savings $174,656,454. 97 


Public Funds secured by pledge 
of U.S. Government Bonds: 
Treasurer—State of Michi- 
gan. 
U.S. 
Miscellaneous 


Other Public Deposits . 


Capital Account: 
Preferred Stock. 
Common Stock 
Surplus... 
Undivided Profits (Paid in) 
Undivided Profits (Earned) 


Reserve for Contingencies 


Reserve for Expenses and Dividends ; 
Our Liability Account of Acceptances and Letters 


of Credit 
TOTAL LIABILITIES . 


463,905.56 


6,528,642. 77 
18,613,372. 58 
381,341.30 


3,367,315.56 $203,547,127. 


12,500,000. 00 
5,000,000. 00 
5,000,000. 00 
2,500,000. 00 
25,463,905. 


300,000. 
229,522. 


291,812. 
$229,832,367.65 
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By E. C. HARWOOD 


Professor Harwood is a member of the 
faculty at Massachusetts Institute of 
Technology 


The fact that the base period selected 
was given the index number 100 has led 
many individuals to believe that there 
was some particular reason for that 
action, and that the 100 index number 
is actually some kind of a normal price 
level. Therefore, it is hardly surprising 
that the fall in prices to 70, 4nd even 
lower for a time, has aroused those 
whom it damaged to clamor for a price 
raising policy. By examination of the 
facts in the case it should be possible to 
see whether or not this index number of 
100 has any virtue as being normal. 

The Index of Wholesale Commodity 
Prices prepared by the United States 
Bureau of Labor, with 1926 its base 
year, has been carried back nearly 200 
years by Professors George F. Warren 
and Frank A. Pearson of Cornell Uni- 
versity. Unfortunately, the small num- 
ber of articles included and the in- 
adequate records available during the 
early portion of this period make it 
probable that the early years of their 
index are not representative. But the 
record of the past 100 years is reason- 
ably accurate, and should provide a 
long enough period for the desired test. 
Careful examination of the record from 
1830 to date shows that the price level 
which existed in 1926 has been equalled 
or exceeded during only 13 years of the 
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past 100. This suggests that the base 
period selected is hardly a normal one. 

Still another test which may be made 
is to compute the index number for the 
average price level during the past 100 
years. This is found to be 74.3. A varia- 
tion so marked from the base period 
selected suggests that the year 1926 
saw prices near their extremes of the 
upward range. 

It is clear from other facts and compu- 
tations that the present level of the 
United States Bureau of Labor price 
index is 12 per cent higher than the 
average price level for the past 100 
years, if periods of war-time inflation be 
left out of consideration. Even if these 
years be included in the computed 
average, the present price level is only 
5 per cent below the average for 100 
years. These facts suggest that if a 
stable price level is desired, there is far 
more possibility of it in the vicinity 
of present prices than those of 1926. 


(I) The Supply 
of Gold 


i fess second of the popular economic 
delusions which seem to be blocking 
rational consideration of current prob- 
lems is the frequently expressed opinion 
that we are suffering from a shortage of 
gold. Many people who have seen 
statistical data portraying the actual 
production of gold during the past few 
years have jumped to this conclusion. 

In order to understand the actual 
course of events, it is necessary to con- 
sider the viewpoint of the gold pro- 
ducer. Like any other individual in 
business, he operates in order to make a 
profit. His costs are largely dependent 
upon the wholesale commodity price 
level. 

It is easily proved that the explana- 
tion for a declining gold production 
from 1915 to 1923 and for its subsequent 
failure to recover to pre-war levels 
until the past two years is to be found 
in the inflated price level of that period. 
Since 1929, prices in general have fallen, 
and during 1932 and 1933 they have 
been at or slightly below pre-war levels. 
The result has been greatly to increase 
the profitability of producing gold and 
to make it possible for many marginal 
mines to resume operations. Today 
world gold production is well above the 
highest levels ever seen and is still 
increasing. Obviously, the declining 
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Wholesale price index of the United 

States Bureau of Labor Statistics (1926 = 

100). From the Monthly Review, Second 
Federal Reserve District 


gold production prior to 1929 was not 
the result of a worldwide shortage of 
the yellow metal or a failure to discover 
new gold fields. Now that the price 
maladjustments of that period have 
been ended, gold production has re- 
sumed its progressive upward trend 
without the assistance of new dis- 
coveries on any large scale. As a matter 
of fact, the magnitude of existing ore 


50 CENT 


40 


1929 1930 1931 1932 19933 


reserves makes fears of any shortage in 
the near future ridiculous. There is not 
now and has not been a shortage of gold 
production with respect to any reason- 
able level of prices. 


1863 


1934 


seventy years 
of conservative experience 
under varying economic con- 
ditions, this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


For nearly thirty years the 
Banks and Bankers Division 
has been the point of contact 
through which world-wide 
facilities have been available 
to correspondents. 


The First National 
Bank of Chicago 


Charter Number Eight 


_ 
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HE third common delusion, which 

appears again and again in the writ- 
ings of our pseudo-economists, is to the 
effect that there was general overpro- 
duction during the period which ended 
in 1929; that we have so much pro- 
ductive capacity that it is possible to 
produce more than people can reason- 
ably desire. The public’s misconception 
of the facts in the case has been en- 
couraged by Administration leaders in 
high places, such as Professor A. A. 
Berle, Jr., who said last December: 

sal we can arrange things, as 
organization proceeds, so that every- 
body gets his share. If such a method of 


May 1934 


Production 


distribution were arranged, and it was 
carefully and thoroughly done, and 
industry maintained its efficiency, 
pretty much every one in the United 
States would have, in terms of goods 
and of services, an income equivalent 
to somewhere in the vicinity of $5,000 
a year—or rather, equivalent to what 
$5,000 a year income will buy now.” 
That this statement is quite fan- 
tastic and gives one an entirely er- 


Making 3 Sales 


Grow where 
One Grew 


Saleability is the greatest security any house can 
have. That’s why this story is significant... . 


@ Down in Lexington, Mass., Archi- 
tect C. M. Willis built this snug little 
Cape Cod Cottage of concrete masonry. 
He and the owner liked the way the 
concrete looked . . . liked its low cost 

. liked the prospect of long life and 
little upkeep. 

Other home buyers liked the same 
things. Already this house has led to 


Here are the Answers 
to your questions on concrete. 


three similar commissions for Mr. 
Willis — all to be built of concrete 
masonry. That’s real action in today’s 
house market. 

Home buyers know that concrete 
offers them real value. Home financiers 
are learning that concrete means greater 
saleability . . . surer protection against 
hazard . . . lower depreciation. 


Send for this new 


booklet on how to build with concrete. It will help 


you plan surer selling houses. 


PORTLAND CEMENT ASSOCIATION 


ROOM 145 — 33 WEST GRAND AVENUE, CHICAGO, ILL. 


PORTLAND CEMENT ASSOCIATION 
Room 145 — 33 W. Grand Avenue, Chicago, II. 


Please send me, free, a copy of your home construction book, 


“ Here’s How It's Built.’ 
MAME....... 
ADDRESS 


roneous conception of the facts in the 
case can be shown by a simple com- 
putation. If the 80,000,000 adults in 
this country be considered the “pretty 
much every one” mentioned by Pro- 
fessor Berle, it is plain that a $5,000 a 
year income for each would require 
production to the value of $400,000,- 
000,000. At 1929 prices this would be 
approximately $650,000,000,000—but 
in that year of boom prosperity, when 
production in this country reached the 


| highest levels ever recorded, the total 
| value of production for the year was in 
| the neighborhood of only $80,000,000,- 
| 000. That present productive capacity 
| could suddenly be multiplied eight 
| times over is nothing less than an idle 


dream. 

Another viewpoint which may be 
considered in connection with this pos- 
sibility of overproduction is our lack of 
capacity to produce those goods which 
are known to be desired and would be 
bought when normal purchasing power 
returns. 

The desire for increased quality, 
which always accompanies a rise in 


| anyone’s standard of living, must also 


be taken into account. 


| Monthly changes in the volume of in- 


dustrial production, based on Federal 
Reserve data. The February figure is 
preliminary and the March an estimate 


INDUSTRIAL PRODUCTION 


1933 


1929 1930 193! 1932 3; 1934 
CLEVELAND TRUST BULLETIN 
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_— fourth economic fallacy, which 
has been directly responsible for 
action tending to prolong the depres- 
sion, is found in the general belief that 
savings are a subtraction from the total 
of consumer purchases. This under- 
standing of the question has been 
voiced by people in high places, for 
example, General Johnson, who as- 
serted in one of his speeches that “. . . 
it is no time to save.” The “buy now” 
campaigns have their origin in these 
mistaken conceptions. 

In order to discover the error in 
reasoning involved it is only necessary 
to trace the actual purchasing power in 
a specific simple example. When a 
manufacturing concern ships goods to 
jobbers or wholesalers, it is customary 
to obtain, from the bank, credits ap- 
proximately the same in amount as the 
value of the goods which have been 
shipped. Sometimes these credits are 
secured by the manufacturer’s note, or 
the credit may be originated in other 
ways. By whatever detailed process it 
may occur, the manufacturer has made 
available to him circulating bank credit 
in the form of a demand deposit, or 
checking account. 


THE CASE OF JOHN JONES 


WHEN the manufacturer pays wages, 
he is giving to each laborer a portion of 
this demand deposit or credit which has 
been originated by the banking system 
to represent goods produced. If John 
Jones, one of the workers involved, 
receives a $25 check, he may decide to 
save some portion of his income. Let it 
be supposed that he takes the check to 
his bank and requests that $5 of the 
amount be credited to his savings ac- 
count. The remainder is placed in his 
checking account or taken out in cash. 
The savings account of John Jones will 
be credited with the $5 which he has 
deposited and this amount of actual 
purchasing power will then be in the 
hands of the bank for some investment 
purpose. In the normal course of events, 
the bank will either buy part of a new 
bond issue or loan to a prospective 
home builder the savings at its disposal. 
If the $5 which John Jones asks the 
banking system to invest for him is 
loaned on the security of a first mortgage 
to someone building a house, the actual 
$5 of purchasing power will thereby 
find its way into the hands of one of the 
workmen on this new residence that is 
being constructed. Of course, this work- 
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discussed, it is clear that savings do not 
restrict consumption and curtail em- 
ployment, but actually may increase 
the opportunities for the unemployed. 
As Colonel Ayres has shown, approxi- 
mately one half the unemployed today 
are out of work because new capital is 
not being created. Increased savings 
would provide the wherewithal to re- 
employ these individuals in the con- 
struction of new homes, modern equip- 
ment for the railroads and new plants 
for various industries which could be 
started if capital funds were available. 
Therefore, new savings can actually 
increase employment. 


man will use his pay for the purchase of 
various consumable goods, with the 
result that the $5 saved by John Jones 
is actually spent for consumption goods 
by someone else. Therefore, saving is 
not a withdrawal of purchasing power 
from the consumer market but a trans- 
fer of it to some other individual or 
business which does use it in the market 
for consumption goods. 

Following through the example just 


for You 


in Washington 


bor years the Maryland 
Casualty Company has © 
maintained a Washington Service 
Bureau to give up-to-the-minute infor- 
mation on opportunities for securing Government busi- 
ness. It frequently provides—all without cost—personal 
representation, except legal services, to handle promptly 
the most intimate details of this business. . 


It is constantly furnishing by telegraph, telephone and 
letters from the National Capital valuable and varied in- 
formation to attorneys, bankers, merchants, manufactur- 
ers, exporters, contractors and public officials concerned 
with the rulings, opinions, reports, documents, records, 
or other data from the Federal branches of the United 
States Government. 
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Obligations of Long Maturity 


HANKS to a little business dis- 

lodged by inflation talk, Mr. Heem- 
skirk possessed $1,000 more than he 
had expected to have at this particular 
time and planned to invest the windfall 
as he had long ago made up his mind to 
do—in a trust fund for his little nephew, 
Jackie. He decided to pay a visit to his 
broker, J. Ludington McClatchy, and 
enlist his aid in choosing a suitable 
investment which could be made the 
vehicle for the trust fund he planned. 


Mr. Heemskirk told Mr. McClatchy 
about the Jackie problem. “I want 
something—a bond, I guess, which 
will pay its interest regularly after I am 
gone, after Jackie is gone, to his children 
after he is—.” He halted, conscious of 
sounding lugubrious. He hated people 
who were lugubrious. 

“T know,” murmured Mr. McClat- 
chy with comprehension, “you mean 
after we are all gone. Well, the maturity 
would have to be distant.” 


THE TRAVELERS FIRE 


INSURANCE 


Financial Statement 


COMPANY 


December 31, 1933 


ASSETS 


Cash on Hand and in Banks 
Premiums in Course of Collection 


United States Government Securities 
Municipal Bonds $227,203.00; Province of 


Ontario $835,216.00 


Railroad Bonds and Equipment Cartificates $661, 667. 00 


Public Utility Bonds 
Industrial Bonds 
First Mortgage Loans 


Stocks (Railroad, Utility, —" Other) 
Interest Accrued and Other Assets . 


ToTAL ASSETS 


$1,564,498.60 
1,219,957.88 
4,690,549.00 


1,062,419.00 
2,041,428.00 
3,354,195.00 
646,724.00 
250,000.00 
1,941,119.00 
142,819.62 


$16,913,710.10 


RESERVES AND ALL OTHER LIABILITIES 


Unearned Premium and Claim Reserves 


Reserves for Taxes 
Other Reserves and, Liabilities 


Special Reserves 


Capital 
Surplus 


LIABILITIES . 


$10,774,326.13 
296,360.43 
68,397.71 


$11,139,084.27 
1,832,722.26 


$2,000,000.00 


1,941,903.57 3,941,903.57 


$16,913,710.10 


(Bonds are carried at amortized values and stocks at values furnished by National 
Convention of Insurance Commissioners. Special Reserves include $1, 193,944.00 to 
reduce all bonds and stocks from these values to market values December 31, 1933.) 


THE TRAVELERS FIRE INSURANCE COMPANY 


L. Epmunp Zacuer, President 
HARTFORD, CONNECTICUT 


Automobile 
Riot and Civil Commotion 


Use and Occupancy 


Windstorm 


Rent and Rental Value 


Inland Marine and Transportation 
Explosion Earthquake 


Leasehold 
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“Very long,” agreed Mr. Heemskirk. 
“And with a very safe coupon.” 

Mr. McClatchy raised his eyebrows, 
“You mean principal, don’t you?”’ 

“No,” said Mr. Heemskirk firmly. 
“Who cares now whether the principal 
is paid a hundred years hence if the 
income, which is what I am interested 
in, is paid regularly?” 

“Why not buy a United States 
bond?” said the broker. 

“No; the dollar may be devalued 
again and, besides, the gold clause has 
been defaulted,” said Mr. Heemskirk. 
“Too much worry about what they 
might do next.” 

“You could get a French bond, 
which still pays in gold,” suggested Mr. 
McClatchy. 

“That’s out, too,” answered Mr. 
Heemskirk. ‘“‘ The French pay gold only 
to be cussed, because other countries 
don’t. The French are like women, 
contrary. If other countries come back 
to gold the French will pay something 
else. Besides, it’s a bother every time 
you cash a coupon to get different value. 
Suppose Jackie collected one coupon at 
$20, the next at $25, one at $30 and 
then, perhaps, the next one dropped to 
$20 again. Demoralizing. 

“Haven’t you any long term rails, 
say a good legal?” 

“The illegals are sometimes better,” 
opined Mr. McClatchy. “How’s a 
hundred-year maturity?” 

Mr. Heemskirk cogitated. Even a 
hundred years might be brief—only 
two or three generations. He wanted 
that trust fund to run for a long time 
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and to go a long way. “ Better make it 
longer,” he said. 

Mr. McClatchy looked at his client 
doubtfully. “How do you know there’ll 
be a railroad then? Still, if you have to 
have it, I can sell you a West Shore 
Railroad bond bearing 4 per cent and 
due in the year 2361. But, man, you’re 
taking a chance. How do you know 
there’ll be a West Shore Railroad 427 
years from now? We may all be wearing 
detachable wings then.” 

“How do you know, for that matter, 
whether there will be any dollars?” 
parried Mr. Heemskirk. 

“T don’t,” answered Mr. McClatchy. 

Mr. Heemskirk smiled. The more he 


thought it over the more he liked that [ 
West Shore bond. Who cared about 427 | 


years hence? Even inflated asterisks 
probably would be legal tender. And, if 
wings became common, he assumed 


comfortably, the West Shore Railroad | 


doubtless would get itself some and 
carry on, keeping up with the times like 
the Wandering Jew He turned to the 
broker. ‘“I’ll take it,” he said, “the 
West Shore one.” 

Mr. McClatchy picked up one of the 
numerous telephones. ‘Buy one West 
Shore 4 at market,” he said laconically. 
A few moments later the report came 
back. “It’s bought,” said the broker, 
“at 82. Cost you $820.” Mr. Heemskirk 
asked why it was so cheap. Mr. Mc- 
Clatchy grinned. “That,” he said, “‘is 
because many persons are a little un- 
certain how it will be paid 427 years 
from now.” 

On his way home Mr. Heemskirk 
amused himself figuring how much 
income at $40 yearly the bond would 
yield over several generations and 
startled himself by discovering that the 


aggregate interest on the bond in 427 
years would be $17,080. Just for fun he 
tried to plot out statistics of Jackie’s 
descendants, calculating roughly the 
family average of 3 children and allow- 
ing generously 50 years to a generation, 
and was horrified to find that Jackie 
would have 19,683 descendants. Natur- 
ally the $40 yearly, or even the $1,000 
at maturity, divided among such a 
crowd, would be stretched thin. Mr. 
Heemskirk felt oddly baffled by con- 
siderations of time, space and fecundity. 
For a moment he was tempted to un- 
load the 427 year bond on the New 
York Community Trust, which would 
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know just how to cope with such a 
problem. He reconsidered, and decided 
to abandon the generation-to-genera- 
tion trust fund scheme. It was too 
complicated. He would give the bond 
outright to Jackie when he came of age 
and until then let the coupons endow 
his education. The bond would still 
have 412 years to run. 

Mr. Heemskirk sighed relievedly and 
brought his attention back to less 
abstract things. He saw by the papers 
that a New York City bond issue was 
maturing again and that there was 
some doubt as to how it would be met. 

FET 


USF&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 


with which is affiliated 


F &G FIRE 


FIDELITY AND GUARANTY FIRE CORP. 
Dependable and Progressive Stock Companies 
Home Offices: BALTIMORE, MD. 
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Employee 
Meetings 


To the JouRNAL: 
ITH insured deposits, regulated 
interest rates and the prospect of 
local banking codes, the operating of- 
ficers of our banks may well give serious 
consideration to the development of 
their employees. 

With service as a major product, it is 
vitally important that our employees 
fully understand both their obligations 
to the public and those of the public to 
our banks, that the spirit of confidence 


may be revived and banking retain its 
position of leadership in the community. 

I know of no better plan by which to 
train these groups than to follow the 
program of Constructive Customer Re- 
lations as sponsored by the Public 
Relations Committee of the American 
Bankers Association. Under the leader- 
ship of an officer, in weekly employees’ 
meetings, the various subjects as out- 
lined should be studied and thoroughly 
analyzed. In these meetings, certain 
operating problems may very properly 
be discussed and a more thorough 
knowledge of the various departments 
of our banks be gained. 


Specify LMC 


Beeause it is 


SOUND as well as ECONOMICAL 


OW are executives buying their 
‘Automobile, Compensation 
‘and .general casualty insurance? On 
‘the basis of price alone? Not after 
‘the experiences of the last few years. 
-Security which leaves no question 
as to the prompt payment of all 
just claims—that’s the keynote in 
.caréful insurance buying, today. 
In the Lumbermens Mutual Cas- 
ualty Company the careful selection 
of preferred risks and conservative 
underwriting policies 
—the investment port- 
folio, with 42% of all 


invested assets in cash 


CASUALTY 


Write for a copy of our 
annual report. It con- 
tains a complete sched- 
ule of investments and 
other interesting data. 


LUMBERMENS MUTUAL 


and United States Government 
bonds—the low overhead, made 
possible by economical management 
—are all reflected in the security of 
“L-M-C” protection. 

When casualty insurance is being 
considered investigate this 17 million 
dollar Company. Learn of the econ- 
omy of the ““L-M-C” dividend plan. 
Each year since organization in 1912, 
this mutual Company has paid divi- 
dends to policyholders which have 
substantially reduced 
the cost of their insur- 
ance—last year by 


more than $2,800,000. | 


COMPANY 


JAMES S. KEMPER, President 
Home Office: Mutual Insurance Bldg., Chicago 


WORLD’S GREATEST AUTOMOBILE 


MUTUAL 


Customer 


In other words, I would suggest a 
slogan, “Know Your Bank,” and train 
your employees along this line. We 
cannot expect our people to sell our 
banks to the public on the proper basis 
unless their operations and functions 
are well known to each of them. 

At the First National Bank and Trust 
Company of Springfield, Ohio, our 
experience has been most satisfactory. 
Our employees have shown an unusual 
interest and, no doubt, have all profited 
by the meetings we have held. 

We are happy to recommend this 
program. 

V. C. LEFEVRE 
Vice-President and Cashier 
First National Bank and Trust Com- 
pany 
Springfield, Ohio 


Clear 
Endorsements 


To the JOURNAL: 
OULD you suggest to bankers, 
through the JouRNAL, that they 
should not cover any previous endorse- 
ments with their own endorsements on 
the backs of checks? 

We receive checks from our customers 
that they have received from their 
patrons, and which these patrons have 
in turn received from someone else. 
Such patrons and our customers usually 
endorse these checks simply by writing 
their names on the back, and we endorse 
them with our rubber stamp and de- 
posit them with our bank for collection 
and credit. 

Many of these checks are returned 
to us unpaid for various reasons, and 
in trying to ascertain by the endorse- 
ments from whom we have received 
them we very often find that it is quite 
impossible, because of the careless 
manner of the various banks that 
handled them in placing their endorse- 
ments over previous ones. 

No doubt many other commercial 
institutions besides ourselves would 
appreciate more care on the banks’ part 
in stamping their endorsements. 

W. F. Grntz 
Vice-President and General Manager 
Nacogdoches Grocery Company 
Nacogdoches, Texas 
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Relations 


Bank 
Advertising 


To the JOURNAL: 
NEW day is at hand in bank adver- 
tising. From now on there is to be 
a new emphasis. Today not so much 
stress needs to be placed on safety. With 
deposit insurance absolutely safeguard- 
ing deposits up to $2,500, safety is 
taken for granted by most of the public. 
More is to be said about a bank’s 
efficient and courteous service, its ex- 
perience and all of its facilities. 

Good bank advertising this year will 
feature the institution’s distinctive 
qualities; it will solicit deposits to pre- 
pare for business recovery; it will seek 
loans discreetly to increase profits and 
to help local business; and it will edu- 
’ cate the public as to the new Code, and 
about banking and trust functions 
generally. 

Advertising increases in value from 
year to year as it continues. It is cumu- 
lative in its effect, and it loses some of 
its value when it is interrupted. The 
non-advertising bank has one kind of 
inertia—the kind that tends to make a 
body at rest remain so; the advertising 
bank has the other kind—the kind 
that tends to keep things in motion 
when once started. It would be difficult 
to estimate the full value of strong, per- 
sistent advertising conducted through 
a period of years. The momentum of 
such a campaign is irresistible. 

T. D. MAcGREGOR 


Cashing 
Relief Workers’ 
Checks 


ANKERS who have been cooperat- 
ing in the cashing of relief work 
checks will be interested to know how 
this matter is being handled in New 
York City, under a new arrangement 
whereby payments are being made 
direct by the city at the present time. 
Drafts are issued by the Comptroller 
of the City of New York, payable at any 
one of three specified banks, bearing the 
signature of one of six delegated offi- 
cials. Facsimiles of these signatures, 
together with a specimen check, have 


been supplied to all New York banks. 
Unless presented for payment in 30 
days, they are voided. 

To protect the three paying banks 
against congestion and confusion, each 
worker receives at the time he is given 
the check, a notice worded as follows: 

You are now being paid by the 
City of New York. All banks have 
promised to cooperate in cashing 
your checks. It is not necessary to 
cash this check at one of the banks 
named thereon. Please help to 
avoid congestion at bank tellers’ 
windows and take checks home for 
cashing at your neighborhood banks 
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and stores. If possible use them for 

paying rent and other bills. 

Treat checks as you would cash. 

If they are lost and cashed by 

someone else you must stand the 

loss. 

Each worker is supplied with an 
official indentification card, and told 
that he must exhibit it when cashing his 
checks. 

It is believed that the measures 
outlined above will facilitate the work 
of banks in their cooperation with the 
public authorities and avoid the confus- 
ion which was an inevitable part of the 
original plan for clearing these checks. 


‘ANY industries reported in- 
creased earnings in 1933. 
But there has been no general 
recovery in earnings of the gas 
and electric utilities. Associated 
Gas & Electric System operating 
revenues, in spite of general 
business improvement were less 
in 1933 than in 1932, princi- 
pally because of rate cuts. 


9c A DAY 


It is charged that cost of elec- 
tricity is a burden on the people. 
There is demand by Public Serv- 
ice Commissions for additional 
rate reductions. 

The average family spends 
only about 9 cents a day for elec- 
tric service. As much or more is 
spent in other ways—about 12 
cents a day for tobacco, 14 cents 
for soft drinks. 

Rate reductions reduce reve- 
nues, while higher taxes, labor 
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Sharing Depression 


but not Recovery 


and materials, increase expenses. 
Associated System taxes per dol- 
lar of operating revenue were 
17% higher in 1933 than in 1932. 

Such adverse developments 
made necessary the Associated 
Gas and Electric Company Plan 
of Rearrangement of Debt Cap- 
italization to protect investors’ 
interest. 


ASSOCIATED GAS & 
ELECTRIC SYSTEM 
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New England Bank Income and Expense, 1933 


HE Federal Reserve Bank of 

Boston has recently compiled an 

interesting analysis of the operating 
costs of 217 member banks outside of 
Boston for 1933, which affords bankers 
in other sections an opportunity for 
examination and comparison. 

During this period deposits were at 
their lowest average in ten years. Short 
term interest rates were also at the 
lowest levels that have been recorded. 


Despite these conditions, operating 
costs were kept so well in hand that the 
percentage of total current income re- 
maining for net current earnings was 
the highest since 1929. Total interest 
received by 217 reporting banks was 
94.2 per cent of current income, com- 
pared with 96.2 per cent in 1928. Other 
current income was 5.2 per cent, com- 
pared with 3.0 per cent in 1928, while 
net income from bank buildings was 


Cash and Due from Banks 

U. S. Government Securities . 
Other Investment Securities . 
Call Loans Upon Collateral 
Time Loans Upon Collateral . 
Commercial Paper 


ances in Trust Accounts’’. 


Miscellaneous Assets . 
Interest Accrued 


Acceptances .. 


Capital. ... 

Surplus 
Undivided Profits 
Reserved for Contingencies 


Interest Payable Depositors 
Miscellaneous Liabilities 


Executed 
Deposits 


Personal - $869,907,467.03 


C. S. W. PACKARD, President 


Originally Chartered 1812 
THE PENNSYLVANIA COMPANY 


FOR INSURANCES ON LIVES AND GRANTING ANNUITIES 
Member of Federal Reserve System 
PHILADELPHIA 


March 31, 


RESOURCES 


Reserve Fund for the Swetection of “Cash Bal- 


Temporary Federal Deposit Insurance Pend. 


Bank Buildings, Vaults and 
Customers’ Liability for Letters of 


LIABILITIES 


Reserved for Taxes, Building and Bapenees . 
Reserved for Dividend April 2, 1934. 


Letters of Acceptances 


TRUST FUNDS 


$48,243,919.64 
46,603,700.00 
27,507,941 .83 
64,258,813.82 
10,335,743.37 
16,861,464.56 


‘ 6,702,683.02 

93,470.28 
4,954,937.46 
1,304,904.97 
2,150,434.13 


721,361.25 
$229,739,374.33 


$8,400,000.00 
12,000,000.00 
1,684,224.89 
2,095, 120.52 
1,293,989.18 
336,000.00 
311,362.20 
158,605.56 


721,361.25 
202,738,710.73 


$229,739,374.33 


Corporate . $1,816,605,823.50 


JAMES CHESTON, 3RD, Treasurer 


0.6 per cent as against 0.8 per cent in 
1928. 

Interest paid was 29.8 per cent, com- 
pared with 39.6 five years ago, reflecting 
the elimination of interest payments on 
demand accounts. Salaries and wages 
show an increase from 19.6 per cent in 
1928 to 26.4 per cent in 1933, this being 
a reflection of the reduction in total cur- 
rent income despite decreases in actual 
dollar outlay. 

Net non-current deductions and 
charge-offs were 22.0 per cent. While 
this shows a marked improvement in 
comparison with 1932 and 1931, it is 
350 per cent higher than the percentage 
figure for 1930, which, in turn, was 60 
times greater than the 0.1 per cent 
shown in 1928. 

Net profits were 2.7 per cent, com- 
pared with deficits in the two preceding 


years and 22.3 in 1928. Dividends 


averaged 4.6 per cent compared with 
12.3 in 1928. 

The improvement in net earnings was 
most marked in banks having a mini- 
mum of time deposits. 

The percentage of net earnings to 
total available funds was 1.1 per cent, 
a figure which has been maintained 
without important change for six years, 
while net profits available for dividends 
after allowing for losses on loans and in- 
vestments are 0.1 per cent, compared 
with a loss of 0.2 per cent in each of the 
two previous years. Those banks which 
do a purely commercial business made 
the best showing, while progressive de- 
clines are in evidence as the proportion 
of time deposits increases. 
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Mutual Savings Banking 


of the widespread interest 
in the organization and operation 
of mutual savings banks, the JOURNAL 
summarizes below an address on the 
subject recently delivered by Philip A. 
Benson, president of the Dime Savings 
Bank, Brooklyn, New York. 

The mutual savings bank idea origi- 
nated in Scotland in 1810 in the mind of 
Dr. Henry Duncan, who sensed the 
workingman’s need for some safe place 
where his savings could be deposited. 
By 1816, the idea had reached America 
and found expression in the creation of 
three mutual savings banks, all of which 
are prosperousinstitutions today. Eight- 
een states in the Union now have 567 
banks of this type. 

A mutual savings bank is started by 
contributions to a guaranty fund. These 
contributions are made by the incor- 
porators. There is usually an additional 
fund called an expense fund. These funds 
bear all losses and expenses until the 
bank is on an earning basis. The in- 
corporators are entitled to interest pay- 
ments at the same rates paid ordinary 
depositors. The fund must be left with 
the institution until a sufficient amount 
of earned surplus has been obtained. 
Until a bank has a surplus amounting to 
10 per cent of its deposits, it is required 
to set aside 10 per cent of its earnings 
and add it to the guaranty fund. It can 
then add to the surplus until it reaches 
25 per cent, after which distribution 
must be made to depositors. In the 


Deposits (black) in billions and deposi- 

tors (dotted) in millions in mutual 

savings banks, 1914-1933, the 
Comptroller’s report 


meantime, to attract deposits, it must 
of course pay dividends to depositors. 
The problem of the mutual savings 
bank is to invest its money so as to pay 
all running expenses and taxes, interest 
to depositors and to add to its surplus. 
This problem is complicated by the fact 
that savings deposits are usually con- 
sidered to be payable on demand, 
despite laws permitting a 60-day notice 
before withdrawals may be made. This 


makes a certain amount of liquidity 
necessary, the retention of a certain 
amount of cash in the vaults and fairly 
large deposits in other local banks. A 
large part of resources are also invested 
in U. S. Government bonds, which, 
despite low yields, are immediately 
salable and always available for loans 
whenever occasion arises. Other sums 
are invested in carefully selected bonds 
and real estate mortgages. 


MANUFACTURERS 
TRUST COMPANY 


HARVEY D. GIBSON, President 


Condensed Statement of Condition as 
at close of business March 31st, 1934 


RESOURCES 


Cash and Due from Banks 
U. S. Government Securities 
State and Municipal Bonds . 
Other Securities . 

Loans and Bills 
Mortgages . 


$ 67,417,217.18 
157,174,934.53 
29,586,088.39 
46,870,493.71 
170,620,939.16 
25,530,063.47 
20,555,149.90 


Banking Houses snl Other Real Estate Equities 
Customers’ Liability for Acceptances , 
Acceptances of Other Banks Endorsed . 
Accrued Interest and Other Resources . 


LIABILITIES 


Capital 

Surplus and Undivided Profits 2 

Capital Notes . iiss 

Reserves . . 

Dividend (Payable Apeil 2nd, 1934) . 

Outstanding Acceptances 

Liability for Acceptances of Other Beaks. 
Sold with Our Endorsement . 

Deposits 


23,267,300.46 
2,069,767.22 
3,523,459.90 


$346,615,413.92 


$ 32,935,000.00 
10,297,483.19 
25,000,000.00 
25,771,750.51 
411,687.50 
24,288,780.11 


2,069,767.22 
425,840,945.39 


$546,615,413.92 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System - Member New York Clearing House Association 
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Public Opinion Behind the New Deal 


banking is back of Presi- 
dent Roosevelt’s program, accord- 
ing to D. W. Hogan, president of the 
City National Bank and Trust Com- 
pany of Oklahoma City, addressing a 
group of bankers at Lawton, Oklahoma. 

His speech was widely quoted. He 
urged bankers to undertake more ag- 
gressively the duties of leadership in 
their communities and made a clear 
statement of the cooperative spirit 
with which bankers are approaching the 
problems of government and the New 


Deal. After summarizing the work of 
the Administration, he said: 

“As I see the national situation, we 
are making progress. When President 
Roosevelt took charge of affairs at 
Washington, he at once called out some 
of the ablest business men and some of 
the most learned economists to aid him 
in planning a campaign to fight the 
depression. The plans evolved covered 
all lines of human endeavor. When they 
were completed, the President, as you 
will remember, called all the people of 


WHEN YOU ACT AS TRUSTEE 


_ Conserving values 


includes 


PROTECTION 


The prudent Trust Officer realizes that insurance, 


to be sound, must be backed by reserves adequate to 


meet every conceivable contingency. Fireman’s Fund 
invites the most searching analysis of the financial 
structure of the companies in its gooup. STRENGTH 
is reflected in ample reserves. A 71 year record of 
meeting all obligations speaks for PERMANENCE. 
The loyalty of 11,000 Agents spread over United 
States and Canada, is evidence of STABILITY. 


FINANCIAL STATEMENT ON REQUEST 


Tire Automobile Marine : Casualty «Fidelity» Surety 


IREMAN'S FUND GROU 


Firemans Sand femmes Company ~ Occidental Insurance Company 
Home Fire & Marine Insurance Company 
Fireman’s Fund Indemnity Company ~ Occidental Tedemnily Company 


New York Chicago 


DEPENDABLE 


SAN FRANCISCO 


INSURANCE 


Boston Atlanta 


SINCE 31863 


the United States to hear him in a radio 
address. He stated frankly that he did 
not hope to ‘make a hit every time 
he went to bat.’ So far, I think it fair to 
say that not a single foul has been 
struck. The first ‘hit’ was the bank 
holiday. Looking back, we must admit 
it was a master stroke. Most of vou 
here today attended the bankers’ meet- 
ing in Oklahoma City during the bank 
holiday last March. By comparing 
conditions then with what they are 
now, one can easily see the progress we 
have made.” 

“Tn conclusion, I am impressed with 
the thought that the economic prob- 
lems of the 120,000,000 people of the 
United States are so vast and intricate 
that they stagger the imagination. Like 
other great problems, they should be 
handled by men of known ability and 
wide experience. That this can and will 
be done, I haven’t the slightest doubt. 
Public opinion dominates the policies 
of our Government. It was _ public 
opinion that caused the repeal of the 
18th Amendment. It is now public 
opinion that is driving our Government 
beyond the outposts of our old eco- 
nomic frontiers. We are blazing the way 
on an uncharted course to a higher, 
sounder and nobler civilization. It is, 
indeed, fortunate for this republic at 
this critical time in our history that we 
have a leader whose sole thought and 
purpose in guiding our ship of state is 
for the common good of all.” 


An amplifying system has been in- 

stalled in- the House of Representa- 

tives, which will aid Speaker Rainey in 
making the gavel heard 


— 
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CONTINUED — 


Realization in 
Washington 


(CONTINUED FROM PAGE 18) 


But this contradiction between dras- 
tic economy with the one hand and 
rather lavish outlay with the other is 
more reconcilable than some other con- 
tradictions which worked seriously 
against Mr. Roosevelt’s program as a 
whole. 

From the beginning he tried to keep 
in mind two objectives. The two objec- 
tives are, first, business recovery, and, 
second, a permanent change in the 
American system. This second objective 
is described by Mr. Roosevelt himself 
(in his address to Congress January 3 
last) as “‘a permanent readjustment of 
many of our ways of thinking and there- 
fore of many of our social and economic 
arrangements.” Some of Mr. Roose- 
velt’s subordinates—notably Donald 
Richberg, counsel of N.R.A., and Secre- 
tary of the Interior Harold L. Ickes, to- 
gether with many of the “brain trust” 
and the “ Frankfurter lawyers”’—do not 
use Mr. Roosevelt’s word “readjust- 
ment”. The word these others use is 
“revolution ”’. 

When I seek to show how these two 
objectives neutralize each other, I find 
it difficult to put my finger on an exam- 
ple simple enough to be clear. Let us try 
expressing it this way: Mr. Roosevelt is 
attempting, at one and the same time, 
first to recover from the depression of 
1929 and, second, to prevent the boom 
of 1939—or whatever is the year in 
which our next boom might naturally 
come. This latter purpose, to prevent 
the boom of five years from now or 
thereabouts, is only a small part of Mr. 
Roosevelt’s second objective, which, he 
has said, is a “readjustment of many of 
our social and economic arrangements.”’ 
But this narrow part of the second ob- 
jective, preventing the boom of 19339, is 
simple to understand. It will be clear to 
every reader that actions taken to re- 
cover from the depression of 1929 are 
neutralized by actions taken to prevent 
the beom of 1939. 

To express it another way, a business 
man who is being encouraged to invest 
more money and expand his business as 
a way of recovering from the depression 
is necessarily made fearful and therefore 
deterred when told by Mr. Roosevelt 
that there is something ahead, some- 
thing vague and therefore the more 
fearful, which Mr. Roosevelt calls “ per- 


manent readjustment” and which Mr. 
Roosevelt’s subordinates call “revolu- 
tion”. To a business man, to any one, 
the psychology of recovery is one thing, 
the psychology of “readjustment’’ is 
the opposite thing. The psychology of 
recovery is hope, the psychology of an- 
ticipated readjustment is fear. The sec- 
ond kills the first, the fear kills the hope. 


Trust Department 
Examination 


(CONTINUED FROM PAGE 25) 


with 20 per cent of court trusts in the 
total of administered individual trusts, 
are given the same searching investiga- 
tion as the court trusts in accordance 
with the laws of most states. This is a 
principle followed by the Comptroller’s 
office in dealing with national banks, 
but practice among state banks, espe- 
cially among non-member banks, in 
some cases allows rather wide latitude 
in the administration of trusts under 
contract. Since such trusts now involve 
assets of over $5,000,000,000 and are of 
increasing complexity in nature and 
conditions, the necessity for expert 


examination and control can be appre- 
ciated. 

The new, combined, rather aggres- 
sive policy adopted by the Federal 
supervisory authorities in regard to the 
trust functions of banks reflects their 
intention of being certain that the trust 
departments are placed upon the same 
plane of soundness and efficiency as the 
authorities believe they have placed the 
banks of the country in their banking 
departments. There is also a general 
feeling that the trust business of the 
banks faces important changes. 

These changes may not be altogether 
favorable since it is likely that the 
Securities Act and possibly the ex- 
change control bill, if enacted, will 
reduce the volume of the business of 
the banks as trustees for corporate bond 
and note issues. Increases and de- 
creases of the latter are a significant 
reflection of the country’s long term 
industrial financing. The total volume 
of bond issues for which national banks 
acted as trustees in 1929 was $7,370,- 
000,000. In 1930 it rose to a peak of 
$11,803,000,000. It fell to $10,719,- 
000,000 in 1931 and to $9,497,000,000 in 
1932 but rose again to $10,411,000,000 
at the end of the last fiscal year before 
the Securities Act went into effect. 


Quite Able to Sit Up and Take Notice 


DEPT. of te 
COMMERCE 
REPorr 


Copyright by Puble Ledger, 


SYKES IN THE PHILADELPHIA PUBLIC LEDGER 
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Earnings Allowance 


ME* R. M. LONG of The Gary State 
2 Bank, Gary, Indiana, has worked 
out a table for computing the earnings 
allowance at 4 per cent on the analysis 
of accounts for service charges. The 
table consists of a series of vertical 
scales, each representing $100 and grad- 
uated into 100 parts. The interest at 14 
of 1 per cent (a month’s interest at 4 


per cent yearly) is given in whole cents 
opposite the scale point representing 
the dollar amount on which that amount 
of interest was computed. 

The whole table can be made on a 
typewriter after the computations, say 
up to $1,000, have been made. Above 
are two sections of the table, showing 
the tops of the first and last scales. 


ABBOTT LABORATORIES 
North Chicago, Illinois 


CONSOLIDATED STATEMENT 


INCLUDING DOMESTIC, CANADIAN AND OTHER FOREIGN SUBSIDIARIES 
December 31, 1933 


Current. 
Cash 
Marketable securities — at market value 


Customers’ accounts and other receivables — less allowance 


Inventories — at the lower of cost or market 


Sundry receivables and investments 
Notes and accounts receivable from employees 


Notes and accounts receivable for stock sold to employees. . . 


Deposits in closed banks — less $35,000.00 reserve 
Land, buildings and equipment — at cost 
Less allowance for depreciation 


Trade marks, formulae, etc. — at cost less amortization 


Supplies and prepaid expense 
Deferred research and development expense 


Current. 
Notes payable to brokers 
Accounts payable and accrued expense 
Dividends payable 
Due trustees of employees’ savings fund 
Federal income tax provision 
Deferred income 
Capital 
Capital stock 
Common stock — no par value 


Surplus 


INCOME and SURPLUS SUMMARY 


ASSETS 


$242,720.63 

571,814.75 

801,300.45 

1,294,625.12 $2,910,460.95 
33,664.95 
44,647.01 
44,350.37 
40,117.07 


1,623,572.47 
261,009.56 
83,354.02 

1.00 

$5,041,178.40 


$2,369,150.26 
745,577.79 


$200,000.00 
276,011.03 
72,500.00 


14,507.21 
96,187.94 $659,206.18 


200,000 shares 
55,000 shares* 

145,000 shares $3,265,000.00 
1,108,390.39  4,373,390.39 
$5,041,178.40 


Year Ending December 31, 1933 


Gross profit (before depreciation and amortization) 
Depreciation and amortization 


Gross profit 
Selling, administrative and research expense 


Interest, dividends and other income 


Interest paid 
Provision for loss on closed banks 
Net profit (before Federal income tax) 
Federal income tax 
Net profit for year 
Surplus January 1, 1933 


Dividends paid and provided for 77 
Provision for market decline in securities 


Surplus — December 31, 1933 


$3,002,908.45 
105,418.99 


$2,897,489.46 
2,280,401.68 


$617,087.78 
54,263.36 
$671,351.14 
36,773.17 
$634,577.97 
85,000.00 


$549,577.97 
862,119.15 


$1,411,697.12 


303,306.73 
$1,108,390.39 


00 
13,306.73 


The C come yon to standing of $3,370.00 
t t able on bank guarantees outstanding of $3,370. 
e Company was reported as contingently 2 ERNST 8 ERNST. 


Certified Public Accountants. 


At the left are shown a few sample 
columns of the table for computing 
the earnings allowance on accounts at 
4 per cent. The table is ten columns 
wide. The tops of the first four columns 
and the last three are shown here. The 
columns headed 401, 501, 601 and 701 
are omitted, and all the columns, of 
course, extend downward through 30, 
35, 40, 45, etc., to the next $100 


Stock 
Ownership 


26,000,000 names are regis- 
tered as owners of American com- 
panies, according to a survey of 225 
leading corporations made by Frazier, 
Jelke and Company. While this number 
includes duplicates, it is believed that 
over 10,000,000 persons in America are 
holders of securities. 

The report states, as illustration, that 
holders of the two most widely dis- 
tributed stocks would equal the popu- 
lation of Nebraska, while a city the size 
of San Francisco would be required to 
accommodate the holders of American 
Telephone and Telegraph Company 
shares. 

There are 25 corporations whose 
shareholders’ lists contain more than 
100,000 names, 37 have 75,000 or more, 
57 have 50,000 to 75,000 stockholders 
and 96 are owned by from 25,000 to 
50,000 persons. 

“General Motors shares are regis- 
tered in 351,761 names, equivalent to 
almost a quarter of the population of 
Detroit,” the survey says. “Radio 
Corporation has 287,813 stockholders, 
United States Steel, 251,025, Pennsyl- 
vania Railroad 238,876 and Trans- 
america 222,590.” 

It is observed in the report that “any- 
thing which tends to reduce the liquid- 
ity, lessen the market worth or cir- 
cumscribe the collateral value of stocks, 
directly affects the wealth and resources 
of the investments of about one-third 
of the population. 

“It may be reasoned also that the 
purchasing power of about one-third 
of the population is affected by any 
Government policy which tends to limit 
profits and reduce the ability of cor- 
porations to pay dividends.” 

It is stated that “our great organized 
financial markets are of immeasurable 
value in promoting a wider distribu- 
tion of ownership of big business.” 
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Service Charges 


The Small Depositor 


To the JOURNAL: 

N an article, “Bank Service at a Fair 

Price,” in your April issue, T. P. 
Cramer states: 

The small depositor is not penalized. 
He is on the same basis exactly as the 
large depositor. Both pay for the service 
they receive. They may pay for it 
either by carrying sufficient balance or 
by a fee. 

This is obviously untrue. Bank de- 
posits arise both from bank loans and 
from the actual deposit of funds. Large 
accounts are more apt to consist, at 
least in part, of funds borrowed from 
the bank. It is patent that a bank can 
loan nothing on the basis of a deposit 
which has been borrowed from the 
bank. One cannot loan on the basis of 
a loan. 

The small deposited deposits, on the 
other hand, are in part the basis for the 
bank’s loans. To treat both types of 
deposits the same in service charging 
is unfair. The result is that service 
charges are, in many cases, more than 
twice what it would cost to borrow the 
whole minimum balance required to 
avoid the charge. 

RICHARD A. LESTER 
Princeton, New Jersey 


Explanation to 
Customers 


hundreds of banks in the country, 
new or changed service charge meth- 
ods are being installed, and their success 
depends to a large extent upon the abil- 
ity of officers and employees to make 
the reasons for them clear to customers. 

As an example of how banks are 
handling this problem, the following 
excerpts from a recent bulletin sent by 
the Wachovia Bank and Trust Com- 
pany to all members of the staff will be 
useful: 

“The new regulations should be ex- 
plained on their own merits, and we 
should not attempt to ‘pass the buck’ 
to the Code Committee, the North 
Carolina Clearing House or the local 
clearinghouse. The charges have been 
adopted because they are right, fair and 
absolutely necessary in order to reim- 
burse the banks for services rendered. 

“Tt is important to keep in mind that 
in the new schedule no discrimination is 


made against small accounts, all ac- 
counts, both large and small, are subject 
to the metered charge plan or a careful 
monthly analysis. Irrespective of the 
size of the account, if the bank is sus- 
taining a loss in carrying it, a charge suf- 
ficient to cover this loss will be made at 
the end of the month. Furthermore, it is 
important to remember that only un- 
profitable accounts will be charged and 
that any depositor who does not wish to 
pay a charge can easily avoid it by 
building up and maintaining a reason- 
able balance. The new schedule, there- 
fore, should promote thrift among our 
depositors, and in discussing service 
charges with our customers we should 
encourage them to build up their bal- 
ances in the event that their accounts 
are likely to be charged under the new 
schedule. In the event that this is im- 
possible, then the bank only requests 
that the depositor pay the actual cost of 
service rendered, which certainly is the 
only reasonable thing that can be 
asked.” 


Reasonableness of 
Charges 


To the JOURNAL: 

underlying principle in the 
Bankers Code, as well as the other 

codes, is that of cooperation—coopera- 

tion between the purchaser as well as 

the seller of goods and services. 

The banks signing the Code are 
pledged to cooperate under a set stand- 
ard of service charges. The services 
rendered by a bank are today being 


looked upon by the business man as | 
something akin to the products he sells. | 


He knows that his business would soon 


be ruined if he sold his goods at an | 
unprofitable price; therefore, the de- | 


positor should be educated to a point 
where he will maintain a profitable 
account or else accept the service charge 
as inevitable. 

Banks are semi-public institutions, 
and as such they owe to the small 
depositor the duty of providing banking 
facilities. But there is no reason why 
this service should be performed at a 
loss when by means of a service charge 
it can be performed without loss to the 
bank and with little expense to the 
depositor. 

CLIFFORD ZOLLER 
Manufacturers Trust Company Branch 
Brooklyn, New York 
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you spend 
$2.00 a year 
to save 


$7:00 a month ? 


f you use 1000 sets of six-part loose 

forms a month, you are wasting $7.00. 

It requires $7.00 in time of a $20.00 a 
week stenographer to insert and remove 
the carbons. 


The Egry Speed-Feed saves this waste. 
The Speed-Feed does mechanically in five 
seconds what requires 50 seconds by hand. 
Utilizes the full width of the forms, and 
keeps all copies in perfect alignment by 
means of no other holes than those used 
for filing. No special holes or change in 
typewriter construction required. The 
aligning is done in the Speed-Feed itself, 
an exclusive Egry feature. Takes up to 
ten copies—the Speed-Feed is not limited 
to four or five. Attached or detached in a 
moment. Made for all standard makes of 
typewriters and for typewriter billing 
machines. Speeds up the issuance of busi- 
ness forms from 25% to 50%. 


The coupon below brings you the entire 


| story, without cost or obligation on your 


part. You’ll find it interesting ... and 
profitable. 


Manufacturers of 
Egry Speed-Feed 
Systems, Egry 
“Com-Pak’’ and 
“‘Tru-Pak’”’ Regis- 
ter Systems. Egry 
“Controller’’ and 
“Tru-Feed”’ Bill- 
ing Machine At- 
tachments, and 
Printed Business 
(continuous) 
Forms, 


EGRY 
SPEED-FEED 


34. 
THE EGRY REGISTER COMPANY 
Dayton, Ohio. 
Tell me more about the Egry-Speed Feed. 


Limited territory available for high type 
sales agents. Write for details. 
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‘HOT SPRINGS 


National Park 
ARKANSAS 


Here at HOT SPRINGS. 


| 
| 


- easy to reach by plane | 


or train — you ll find the 
complete rest and relaxa- | 
tion to tune you up for | 


the months ahead. The| 
revitalizing baths will pay 


you daily dividends — 
one investment that’s guaran- 


teed. 


Youll forget 


the clock and 
calendar 


You can challenge Par on 
our velvet Grass Greens 
or view this scenic won- 
derland from the back of 
a gaited horse... and 
you Il return to business 
with a tempo that will | 
make your junior officers | 


step about. 


Write W. E. CHESTER, President 


and General Manager, for booklet and | 
reservations 


_ ARLINGTON HOTEL 
BATHS 


SPRINGS, NATIONAL | 
PARK, ARKANSAS | 


Issues Eligible to Secure Circulation Until 


Maturity or Redemption 


AMOUNT 
OUTSTANDING 
(MILLIONS) 


Panama 2s_ 1936 
...Panama 2s_ 1938 
....Consol 2s 


ISSUES 


On Deposit To 
SECURE NATIONAL 
BANKNOTES 
Marcu 1, 1934 


$43,930,120 
22,445,700 
566,388,050 


MATURITIES 


Indeterminate 


National Banknote Cireulation 


IHREE significant factors point 

toward a material decline within the 
next few years in the volume of out- 
standing national banknotes, viewed by 
many as a vital and necessary bulwark 
in our complicated monetary structure. 

First, United States Government 
bonds, bearing at present the circu- 
lating privilege, will, before the end of 
1938, be reduced by more than 90 per 
cent. Second, the apparent strong 
demand for United States Government 
bonds as an investment outlet is push- 
ing the prices of these securities well 


above par, which is the value on which - 


circulating notes are obtained. And 
third, return of confidence as a result 
of the introduction of the Federal 
Deposit Insurance Corporation and 
other measures is contributing in no 
small measure toward a general decline 
in money in circulation. These condi- 
tions are making it less attractive for 
the national banks to issue notes. 

The decline in the volume of national 
banknotes had already set its pace in 
the early ’20s. Despite repeated encour- 
agement for national banknote issuance 


emanating from Washington in pursu- 
ance of Government easy credit poli- 
cies, the circulation of these notes 
dropped from 8.8 per cent of all cur- 
rency in circulation in March, 1922, to 
7.7 per cent in April, 1926, and to 7 
per cent in March, 1931. Similarly, 
the circulating notes dropped from 
55.8 per cent of total paid-in capital of 
all the national banks in March, 1922, 
to 37.6 per cent in March, 1931, and 
from 3.6 per cent of total assets of all 
the national banks in March, 1922, to 
2.3 per cent in March, 1931. 

During 1932 and the early part of 
1933 there was a substantial increase 
in national banknotes outstanding. 
But this increase, which was in line 
with that of all money in circulation, 
was checked soon after the banking 
holiday a year ago, and in May more 
bonds were withdrawn from the Treas- 
ury by banks reducing circulation than 
bonds deposited by banks increasing 
circulation. This trend has since been 
accelerated. 

Any national bank may take out cir- 
culation up to the full amount of its 


National banks may take out circulation up to the full amount of 

their paid-in capital. The ratio of outstanding national banknotes 

(black) to capital (white) decreased between 1924 and 1931, increased in 
1932 and 1933 and is now again tending to drop 
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Issues Eligible to Secure Circulation 
Until July 21, 1935 


AMOUNT 
OUTSTANDING 
(MILLIONS) 


Treasury 33¢s 

Treasury 314s 

Treasury 

Treasury 3s 

es Conversion 3s 
50 Panama 3s 
Treasury 314s 


1,000 (estimated). . 


paid-in capital and equal in amount to 
the par value of United States bonds 
deposited with the Treasurer. Prior to 
the passage of the Federal Home Loan 
Bank Act the only bonds outstanding 
eligible to secure circulation were the 
2 per cent Consols (consolidated) and 
the 2 per cent Panamas, as provided in 
the Act of March 14, 1900, and as 
amended on October 5, 1917. 

The Federal Home Loan Bank Act, 
which became law on July 22, 1932, 
extends the circulation privilege as 
follows, “. . . For a period of three 
years from the date of enactment of 
this Act all outstanding bonds of the 
United States heretofore issued or 
issued during such period, bearing 
interest at a rate not exceeding 33 per 
centum per annum, shall be receivable 
by the Treasurer of the United States 
as security for the issuance of circulat- 
ing notes to national banking associa- 
tions, and upon the deposit with the 
Treasurer of the United States by a 
national banking association of any 
such bonds, such association shall be 
entitled to receive circulating notes in 
the same manner and to the same ex- 
tent and subject to the same condi- 


IssuEs 


On Deposit To 
SECURE NATIONAL 
BANKNOTES 
Marca 1, 1934 


$30,402,000 
20,089,650 
42,305,900 
60,510,450 
46,996,650 
52,916,000 
1,020,000 
1,000 


MATURITIES 


1947/43 
1943/40 
1943/41 
1941/33 
1949/46 
1955/51 
1946/47 
1961 

1946/44 


tions and limitations now provided by 
law in the case of 2 per centum gold 
bonds of the United States bearing the 
circulation privilege. . . . As used in 
this section, the word ‘bonds’ shall not 
include notes, certificates, or bills issued 
by the United States. .. .” 

The United States Treasury 314 per 
cent bonds maturing in 194446, re- 
cently issued in exchange for called 
Fourth Liberty 414s, and 3 per cent 
Treasury notes maturing May 2, are 
“acceptable to secure deposits of pub- 
lic moneys, and will bear the circulation 
privilege only to the extent provided in 
the act approved July 22, 1932, as 
amended.” A preliminary figure fixes 
the exchange. at above $1,000,000,000. 

It is seen that unless Congress ex- 
tends the three year period ad interim, 
and this is thought unlikely, all but 
$675,000,000 par value bonds will be- 
come ineligible to secure circulation 
after July 21, 1935, and that unless 
converted in the meantime $49,000,000 
of these remaining bonds will be retired 
in 1936 and $26,000,000 in 1938. 
This leaves only $600,000,000 par 
value bonds which may be redeemed 
any time on three months’ notice. 
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NE thing which stands out in clear 
QO relief is that we shall not enjoy 
the fruits of a strong banking 
system unless the ablest and most 
public spirited bankers insist upon high 
standards. Make-shift remedies will be 
of no avail. Up-to-date and workable 
laws are needed. An excellent place to 
begin would be a complete revision of 
the national bank act, which is now 
obsolete in many particulars. If this 
were done there is no reason to suppose 
that state banking legislation would 
lag far behind. 

The point of view that we shall have 
better banking in the future is clearly 
advanced by William H. Kniffin in his 
recent book, Better Banking (McGraw- 
Hill Co., New York). The author 
predicts that we shall have “better 
bankers, better directors, better loans, 
better investment policies and better 
control of expenses.” This book is pre- 
sented in an interesting and readable 
style and is directed to the managerial 
side of banking. It is not intended to be 
a treatise on either banking theory or 
banking technique. 

Many phases of bank management 
are dealt with, including such problems 
as reserve policy, loan and discount 
policy, the bond account, causes for 
bank failures and the Banking Act of 
1933. The questions touch upon the 
heart of the management problem and 
will be read by many bankers with 
interest. Mr. Kniffin rightly emphasizes 
the desirability of making the banking 
business a profession. This, he realizes, 
is possible only by greatly raising the 
standards. The time has come for direc- 
tors to take a more active part in the 
management of banks, and not a few 
might well begin by reading this 
book. 

It is regrettable that the author did 
not go more deeply into problems deal- 
ing with the bank portfolio. This is such 
an important phase of banking that it 
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A Stronger 
Banking System 


warrants far more attention than is 
usually given to it. However, bankers 
will find this book helpful in dealing 
with problems of bank management, 
especially in connection with some of 
the more recent developments as ad- 
vocated by the New Deal and the 
Banking Act of 1933. 


MANAGED MONEY 


MANY supporters of the present 
monetary policy of this country have 
placed great emphasis upon the “cur- 
rency experiment” in Sweden. Much 
confusion has existed regarding just 
what that experiment is and what rela- 
tion, if any, it has to present monetary 
discussions in the United States. We 
are greatly indebted to Erik T. H. 
Kjellstrom for a very timely and im- 
portant presentation of that experiment 
in Managed Money, the Experience of 
Sweden (Columbia University Press, 
New York). It is an illuminating analy- 
sis, and, as Professor H. Parker Willis 
points out in his foreword, “should 
have a wholesome influence in American 
monetary discussion.” Mr. Kjellstrom 
deals with the subject from the Swedish 
point of view and, in so doing, gives us 
a refreshing picture of Swedish banking 
and foreign trade as a background for an 
understanding of what Sweden actually 
has been doing in her widely discussed 
“managed money” program. Econo- 
mists, bankers and business men will 
find this book distinctly worth while. 
It is interesting to note that Sweden 
has insisted on maintaining her own 
credit standard and has not brought any 
pressure on the banks to lower their 
requirements. 

According to the author, Sweden is 
the first country in economic history 
that has attempted to establish an 
independent monetary standard as a 
substitute for the gold standard. This 
standard, Mr. Kjellstrom contends, has 
served to maintain confidence in the 


future value of the Swedish currency, 
although the monetary program has not 
been an adequate means of lifting the 
country out of the mire of depression. 
This book should prove effective in 
clarifying the discussion of the money 
experiment in that country. 


LASTING PROSPERITY 


SINCE the beginning of the depression 
in 1929, numerous books have appeared 
purporting to explain the causes and 
remedies for this economic disturbance. 
A. G. McGregor, in Lasting Prosperity, 
(Sir Isaac Pitman & Sons, Ltd., Lon- 
don), says our “present plight and the 
Great War itself resulted almost solely 
from man’s failure to match his great 
advance in invention and productive 
efficiency with a proper advance in 
economic and monetary sense.” One of 
the most serious mistakes we have made 
in this country, he says, is found in the 
fact that we made a single commodity, 
gold, our standard of value and have 
given it a position of importance “be- 
yond the power of exaggeration.” 

The cause of our trouble, according 
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to this writer, lies specifically in the 
fact that wage earners get too little for 
their labor and hence cannot buy the 
goods produced. This is followed by 
increased stocks on hand which, in turn, 
are accompanied by a decrease in pro- 
duction and an increase in unemploy- 
ment. To overcome all this the solution 
is simplicity itself. His simplified for- 
mula for maintaining purchasing power 
of banknote currency is “increasing 
wages and salaries when wholesale com- 
modity prices tend to decrease, and by 
decreasing wages and salaries when 
wholesale commodity prices tend to in- 
crease.” The gold standard is a stum- 
bling block to stability and prosperity. 
He adds, “If a nation would rid itself 
of depression for all time it must 
first emancipate itself from the gold 
fetish.” 

We do not share the enthusiasm of 
Mr. McGregor for his simple remedy. 
There are other factors to be taken into 
consideration. His arguments for pro- 
ducing this highly developed, utopian, 
lasting prosperity are unconvincing. 

With all the interest displayed at this 


Bank Management 


Swedish Currency 


Trust Year Book 


time in connection with amendment of 
the Securities Act and the regulation of 
the New York Stock Exchange, those 
interested in reform in the issue and sale 
of long term investment securities and 
the part played in the distribution of 
such securities by the exchanges will be 
interested in The Book of the Stock Ex- 
change by F. E. Armstrong (Sir Isaac 
Pitman & Sons, Ltd., London). This is 
a very timely, interesting and valuable 
discussion of the stock exchange in 
London. Mr. Armstrong presents a very 
useful description of the operation and 
functions of that exchange and shows 
its relationship to trade and commerce 
through the making of a market for 
long term obligations. 
Joun M. CHAPMAN 


Important Book 
on the Trust Business 


The Evaluation of New Trust Busi- 
ness by Samuel Witting is a unique con- 
tribution to the trust business. It pre- 
sents a concrete method for evaluation. 
Comprehensive actuarial tables permit 
the calculation of the present value of 
executorships, trusteeships and other 
types of new trust business. Hence 
banks and trust companies‘are offered 
a measuring rod to apply to the cost of 
obtaining new business in terms of the 
present-day value of the business se- 
cured. The book is the culmination of a 
study started by the Trust New Busi- 
ness Committee of Chicago Banks and 
Trust Companies in 1931. 

The book is published by the author. 


TRUST DIVISION YEAR BOOK 
THE annual Year Book of the Trust 
Division, American Bankers Associa- 
tion, covering nationwide developments 
affecting the trust business during 
1933-34, has just been issued. 

The following topics are covered in 
this publication: the country’s depar- 


e New Trust Business 
e Prosperity Formula 


London Exchange 


ture from the gold standard and the 
depreciation of the dollar; the new 
Federal Securities Act; the real estate 
mortgage situation; the trustee’s en- 
forced ownership of real estate under 
depression conditions; present-day re- 
lationships between life underwriters 
and trust men; changing values of le- 
gal investments—municipals, railroads, 
public utilities and mortgages; require- 
ments of the new revenue laws regarding 
estate, gift and income taxes; defaults 
under corporate mortgages, for which 
statutes and trust instruments have 
made no provision; the Bankers Code, 
and the Statement of Principles of Trust 
Institutions incorporated in the Code. 


Other New Books 


Some of the important new books 
received recently by the JoURNAL are: 
A Critique of the Gold Standardby H. L. 
Puxley (Harper), Do We Want Fascism? 
by Carmen Haider (John Day), 2222 
Retailing Ideas compiled by Emanuel 
Lyons, The New Capitalism by James 
D. Mooney (Macmillan) and On Our 
Way by Franklin D. Roosevelt (John 
Day). 


Bank Reviews 


The Outline of Business, published by 
the Central United National Bank of 
Cleveland, has collected in its March 
issue a quantity of material on the 
business upturn in the United States. 
Data from Government sources, col- 
lected in The Outline, show outstanding 
recovery strength in the South, where 
activity is estimated, from check pay- 
ment figures, to be 81 per cent higher in 
reporting cities than a year ago. 

The New York Trust Company Index 
for April discusses Sweden, “a nation of 
marked economic stability.” There are 
also articles on state and local debts 
and “the hotel industry”’. 
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Interest Rates 


(CONTINUED FROM PAGE 27) 


above the 1931 level, but it may be 
admitted that Federal financing since 
1931 and at the present time is in a 
transitional stage, and there is not 
much doubt that, if present uncer- 
tainties as to monetary and fiscal poli- 
cies were removed, the Treasury would 
be able to float long term issues without 
difficulty at rates close to if not the 
equal of the 3 per cent rate reached in 
1931. It is not at all improbable that 
with such an abundance of funds now 


in the market, which commerce and 
industry will probably be slow in ab- 
sorbing, the rate of 214 per cent sug- 
gested by various authorities might be 
reached. 

The principal uncertainty in the 
prospect is with respect to possible 
demand from commerce and industry 
for credit as, the country recovers from 
the depression. There is every reason to 
anticipate that if the Government con- 
tinues its borrowing when demand for 
business credit is revived, interest rates 
must go higher. It seems unlikely, how- 
ever, that credit demand from business 
will become very strong until another 
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year has passed, and if the Govern- 
ment can hold to its promises and bal- 
ance its budget next year, or at least 
by the following year, this clash of 
credit requirements will be avoided. 
It is also to be considered that these 
very borrowings of the Government, 
under present monetary legislation, 
can be made the basis for more money 
and more credit. The species of inflation 
now in fashion works distinctly toward 
lower interest rates. 


FOREIGN RATES 


NOR are these policies peculiar to the 
United States. Easy money and lower 
interest rates characterize the policies 
of all the leading financial nations. The 
outstanding ‘demonstration is the suc- 
cessful refunding of the £2,000,000,000 
war debt of Great Britain from 5 per 
cent to 314 per cent obligations a little 
over a year ago, this conversion cover- 
ing about a third of the entire domestic 
funded debt of the nation. Similar re- 
funding, although on a smaller scale, 
has been effected by France, Italy and 
various other European governments. 

The most significant feature of the 
present trend in interest rates is that it 
is universal among nations whose finan- 
cial position is such as to give credit 
factors free play. It is supported by 
governmental policies to a degree 
heretofore unknown, as a part of the 
world recovery program. It is subject 
to the same limitations and _ possible 
modification as the trend in the United 
States, but this unity of foreign condi- 
ditions and policies with those in the 
United States gives an assurance of 
permanence to the latter which other- 
wise might be considered as due to 
domestic and temporary circumstances. 
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Better Planning, 
Not Less 


To the JOURNAL: 
I HAVE read with a good deal of in- 

terest ‘Less Planning Would Be A 
Good Plan” in the April JouRNAL. 

The article in question is beguilingly 
written. But essentially it seems to bea 
plea for a return to the “automatic”’ 
laissez faire policy in business and fi- 
nance that did not prevent our troubles, 
if it did not actually cause them. 

The writer refers to the “whole 
American conception”’ as “a plan in the 
fullest sense of the word.” By that he 
means the form of government devised 
by the founders of the nation, plus the 
adjustments, refinements and exten- 
sions that have been made in the inter- 
vening years. He admits that “there is 
absolute agreement everywhere that a 
more carefully planned and managed 
economy would be a good thing.” But 
he insists that because there is no una- 
nimity among the “principal plan- 
ners,’ whoever they may be, no guar- 
antee that succeeding ‘“managers’’ will 
be as capable and conscientious as Mr. 
Roosevelt, and no certainty of perma- 
nency, we should stick to what he calls 
the “1776-1934 plan.” 

Now, I agree that in most respects 
our form of government has worked as 
well as the best of other liberal forms. 
But at the time it was formulated, there 
were sharp differences of opinion on 
some of the points it embodied. It was 
the work of no single individual. And 
its ideas were drawn from such widely 
varied sources as Montesquieu and Tom 
Paine. In short, it was a compromise. 
Not only so, but before its adoption 
none knew how it would actually work. 

The important point is that the 
founders of the nation were not afraid 
to venture. And posterity has ever since 
applauded their courage. With such 
a heritage as that, we certainly ought 
not to be afraid to tackle our troubles 
manfully and try to work out such 


measures as will minimize the possibil- 
ity of their recurrence. 

Not less planning but better planning 
is the need. And the cooperation of men 
like the writer of the article in question 
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can do much to insure that such adjust- 
ments as are determined upon shall be 
the best for the purpose. 

Horace W. O’ConNoR 
Chicago, Illinois 


Omaha 
National 


+ 


Distributed by 


ADMINISTRATIVE AND RESEARCH 
CORPORATION 


Through a National Group 
of Investment Houses 


For a prospectus prepared in accordance with the provisions 

of the Securities Act of 1933, write to Administrative and 

Research Corporation, 15 Exchange Place, Jersey City, N. J., 
or to authorized dealers in principal cities. 


81 
| 
00 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL, May 1934 


Insurance Under F.D.I.C. 


N his recent address before the 
Executive Council of the American 
Bankers Association, L. E. Birdzell, 
General Counsel, F.D.I.C., speaking for 
Leo T. Crowley, chairman of the Fed- 
eral Deposit Insurance Corporation, 
presented some interesting figures on 
the percentage of insured accounts 
under the present law. 
In 13 states, according to his figures, 
the following ratios of insured deposits 
to total deposit liabilities prevail: 


In banks with total deposits under 
$150,000, 78.34 per cent; in banks with 
total deposits between $150,000 and 
$500,000, 68.79 per cent; in banks with 
total deposits between $500,000 and 
$1,000,000, 64.49 per cent. 

The grand average in banks with less 
than $1,000,000 in deposits in these 13 
states is 67.38. 

For the country as a whole, Mr. 
Crowley estimates that 3714 per cent 
of the total deposit liability is covered 
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by insurance, that 55,600,000 accounts 
are protected and that more than 96 per 
cent of all depositors are fully insured. 

There are at the present time 15 of- 
fices of the F.D.I.C. in the country, 
under the direction of supervising ex- 
aminers, each with an adequate staff. 
The results of all examinations are trans- 
mitted to Washington, where they are 
handled by one of nine review examin- 
ers, each of whom is assigned a definite 
territory. Over the review examiner 
and the field examiner is one chief ex- 
aminer. The corporation is at the 
present time organizing a new division 
to handle the details of opening new 
national banks to replace any institu- 
tion which suspends operations. Only 
one occasion for its services has as yet 
appeared, a small Pennsylvania bank 
having been closed for examination and 
readjustment shortly after Mr. Crow- 
ley’s address was delivered. 


CAPITAL CLASSIFICATIONS 


THE primary concern of the F.D.L.C. 
to date, Mr. Crowley stated, has been 
with the capital structure of various 
banks. Analyses have been made by the 
corporation and the Federal Reserve 
banks, as a result of which banks have 
been classified into four groups, the first 
of which includes those banks whose 
healthy ratio of capital to deposit lia- 
bility is 10 per cent or better. Where 
this ratio does not exist, the corporation 
is urging local additions to capital 
or recourse to the R.F.C. In other cases, 
admittance to the fund has been made 
possible by increasing the capital struc- 
ture, the R.F.C. lending its support. 

Paying tribute to the value of the 
work of the American Bankers Associa- 
tion in promoting sound bank manage- 
ment, Mr. Crowley pointed out that 
this work should be continued with 
renewed vigor to develop proper earning 
powers. The reports of bank examina- 
tions afford an opportunity to review 
problems of management in the light of 
actual records and can well be utilized 
in achieving increased efficiency in 
operations. The progress which has been 
made in standardizing report forms 
increases the value of these examination 
analyses for comparative purposes. 

Mr. Crowley stressed the need for 
unification of the banking system, the 
continuation for a year of the operation 
of the temporary insurance fund, and 
increased supervisory powers to assure 
competent management. 
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President Roosevelt’s Advisory Review Board, 
headed by Clarence Darrow, has completed its 
preliminary study of code operation, drawing 
the conclusion that monopolistic trends have 
been developed, to the detriment of the small 
industrialist and business man. Detailed re- 
ports will follow this general one. The mem- 
bers of the board, from the left in the picture, 
are Messrs. Henry, Thompson, Darrow, Sin- 


KEYSTONE 


clair, Mann and Neal 


Real Estate Mortgage Prospects 


F ALL the lessons taught by the 
depression, the lesson that there is 
much more to a real estate loan than a 
conservative appraisal is one of the 
most impressive ones. 

Property undergoes constant change; 
improvements become obsolescent; 
neighborhoods alter in their charac- 
teristics; the value of the property, in 
the last analysis, depends upon the care 
and intelligence with which the owner 
handles it. 

To develop ways and means by which 
mistakes due to the ignoring of these 
important factors may be avoided or at 
least minimized in the future, Henry 
Bruére, president of the Bowery Sav- 
ings Bank, New York, recently sug- 
gested to a group of trust officers the 
value of cooperative measures, whereby 
group thinking and experience can be 
brought to bear on this problem. 

In New York, he pointed out, the 
first step in this direction has already 
been taken through a series of mortgage 
conferences, the last of which was 
attended by several hundred officers of 
savings banks, insurance companies and 
trust institutions. It is hoped that, out 
of these meetings, plans will materialize 
for a pooling of useful information and 
experience with real estate, a uniform 
appraisal policy, common practice in 
the administration of loans and require- 
ments regarding the records of borrow- 
ers. The conferences will also undertake 
a program in regard to amortization and 


standards for the upkeep of property, 
with the objective of eliminating those 
owners who have shown a lack of 
responsibility. 

In Mr. Bruére’s opinion, the most 
important factor in real estate loans is 
care in the selection of property owners 
and a stimulation of pride of owner- 
ship and community interest to over- 
come the peril of excessive depreciation 
of buildings and deterioration of neigh- 
borhoods. 


The cure for real estate ills is not to be 
found in a gigantic mortgage refinanc- 
ing operation by the Federal Govern- 
ment. Such a move would merely result 
in a further expansion in bureaucracy 
and vast losses for taxpayers. The 
remedy lies in putting a throttle on the 
development of new buildings and new 
areas until a definite need for their 
creation can be proved and in coordina- 
tion to develop sounder practices and to 
prevent unjustified booms. 
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And the banks with the weak Alarm 
systems are “on the spot.” You can 
strengthen your bank by installing 
Padua Foot Units. 

They have “in- 
sured” many banks 
against attack. 
Most bandits are 
too wise to take a 
chance with Padua. 
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The JOURNAL Is 


Living History 


— Jesse H. Jones has now 
expressed his belief that banks are 
making genuine efforts to extend loans, 
the points raised in the following letter 
| still merit consideration. 


the JoURNAL: 
It seems to me it would not be a bad 
_ idea for someone to reply to the article 
in the American Bankers Association 
| JouRNAL by Jesse H. Jones, under the 
title of “Unemployed Bank Cre- 
dit”. 

There is no doubt about Mr. Jones’ 
sincerity and maybe there are many 
banks deserving his criticism. I am 

| wondering, however, whether some of 
_ his statements are not overemphasized. 
I have no respect for the so-called 
selfish banker—the man who uses his 
| institution for his own personal gains. 
| But in my banking experience (and I 
| have had 35 years of it), meeting 
| hundreds of bank men, I have never 
come in contact with such a person. No 
| doubt there are some, and no doubt 
Mr. Jones has these men in mind when 
he says, “bankers have not as yet taken 
their place in the great effort towards 
reconstruction in which President Roose- 
velt is engaged.”’ But he cannot include 
all the bankers. 
| Mr. Jones would have the banks loan 
money rather than buy securities. Are 
| there many bankers who wouldn’t? He 
says, “working capital . . . is sadly 
_ lacking.” Whose fault is it? Banks have 
more money than they know what to do 
with. Isn’t it the borrowers that are 
| lacking—not the capital? People don’t 
borrow money just for the fun that it 
provides. Nor do they borrow just to 
increase the bank’s profits by way of 
interest. How many corporations or 
individuals want to borrow money 
unless they can make a profit by doing 
so? 

And how can Mr. Jones’ argument 
apply to many of the banks in the small 
| towns of the country? Who are the 
| borrowers in a small-town bank, for 
| instance? A few industries, a limited 
| number of merchants and fewer in- 
| vestors, more visionary than practical. 
Banks hold depositors’ money in trust. 
Bankers cannot afford to take unneces- 
sary chances. Loans cannot be made to 
everyone who applies. The banker has 
| at least two things to consider when 
| application for a loan is made. Is the 
| borrower capable of paying the loan if 

necessity compels the bank to ask for 
| the return of the money? And is the loan 


Bank Credit” 


really for a legitimate purpose, or to 
further some flighty idea? At all times 
the banker must remember that he is 
loaning his depositors’ money and not 
his own. What banker wouldn’t be 
imposed upon if he asked no questions 
in making loans? Every banker knows 
of some of his so-called respectable 
citizens—little business men—sitting 
up nights gambling their own funds and 
willing to borrow money from banks to 
continue their game. 

Then, too, if bank examiners were not 
so suspicious and particular they wouldn’t 
make so many demands upon the banks 
to have their borrowers’ lines reduced. 
In expanding credit Mr. Jones should 
not forget the attitude of the banking 
department and the bank examiner and 
the demands made by them upon the 
banks, who may be doing their utmost 
towards the reconstruction in which the 
President is engaged. 

FRED R. MOSELEY 
Cashier, The Merchants Bank 
Gallup, New Mexico 
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Family records traced by experts. Individual 
Book-Plates designed. WE ALSO BUY BOOKS of 
all kinds, single volumes, sets, libraries, estates. 
Autographs and manuscripts, literary and histori- 
cal, purchased. Send us your list of items for sale 
for offers. 
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KEYSTONE 


Gallatin 
Memorial 


COMMITTEE of prominent New 
Yorkers under the chairmanship of 
James H. Perkins, chairman of the 
board, National City Bank of New 
York, is at work to raise funds for the 
erection of a statue of Albert Gallatin, 
Secretary of the Treasury from 1801 to 
1813, on the steps of the Treasury 
Building at Washington alongside that 
of Alexander Hamilton. 
Congress has appropriated $10,000 
for the site and about four-fifths of the 


Albert Gallatin 


necessary $25,000 has been subscribed. 
J. E. Fraser, sculptor of the Hamilton 
statue, has been retained to execute 
the Gallatin Memorial. 

Coming to the Colonies from Switzer- 
land, Gallatin’s first appearance in 
public life was as a member of a con- 
vention in 1789 to revise the constitu- 
tion of Pennsylvania. Afterwards, on 
the completion of his third term in the 
Federal House of Representatives, he 
was appointed Secretary of the Treasury 
by Thomas Jefferson and held that 
position for twelve years. 

The present members of the com- 
mittee besides the chairman are Louis 
Wiley, vice-chairman; Allen Wardwell, 
treasurer; Stephen Baker, Perry Bel- 
mont, R. Fulton Cutting, Dr. H. W. 
Chase, John W. Davis, Charles E. 
Hughes, Russell C. Leffingwell, Gates 
W. McGarrah, Frank L. Polk, Myron 
C. Taylor, Gen. J. G. Harbord, New- 
comb Carlton, Thomas J. Watson, Og- 
den H. Hammond, James R. Sheffield, 
Percy H. Johnston, Harvey D. Gibson, 
Earl D. Babst, William T. Dewart, P. 
A. S. Franklin, Samuel W. Reyburn, 
George L. Harrison, Walter E. Frew, 
Marshall Field and John M. Schiff. 

The committee maintains an office at 
15 Broad Street, New York City. 


Unused R.F.C. and Bank Credit 


ponies belief that bankers were failing 
to seek loan fields actively was 
given its most emphatic official utter- 
ance by Jesse H. Jones before the New 
York State Bankers Association last 
February. “The common cry almost 
everywhere is that the banks are not 
lending,” said Mr. Jones, who also 
stated that bankers could not continue 
to sit on the sidelines, waiting for com- 
plete recovery and assured values. 

Later, in the March JouRNAL, Mr. 
Jones wrote that “the banks and 
bankers of the country have as yet not 
taken their place in the great effort 
toward reconstruction in which Presi- 
dent Roosevelt is engaged.” 

On April 2 Mr. Jones said, “Condi- 
tions are better, business is improving, 
there is more money available at the 
banks and borrowers are not seeking 
loans in the volume that had been 
anticipated.” He indicated that by that 


time the banks were at last looking for 
opportunities to lend their funds. 

At the same time Mr. Jones disclosed 
that the R.F.C. itself has unused 
lending power to the extent of $1,000,- 
000,000, with repayment of loans con- 
tinuing at a rapid rate. 

Up to April 1 the corporation had 
authorized the purchase of bank stocks 
amounting to $1,061,234,000 from 6,452 
banks. Actual purchases were $593,- 
578,000 in the stocks of 2,697 banks. 

Soon after Mr. Jones’ report on Gov- 
ernment funds abegging, it was pointed 
out as a sign of renewed vigor of banks 
in the loan field that “notes discounted”’ 
by the Federal Reserve banks showed a 
rise of $2,000,000. This rise, however, 
occurred in discounts secured by Fed- 
eral obligations, and in the particular 
Reserve report in question there was a 
decrease of about $1,000,000 in “other 
bills discounted ’”’. 


May 1934 


Largest and Leading Southern 
California Bank 


STRENGTH AND 
CONVENIENCE 


122 Branches in South- 
ern California. Each 
Branch presenting the 
Strength of the whole 
Bank. 


CURITY-FIRST 
NATIONAL BANK 


OF LOS ANGELES 


Every Service which any 
Bank or any Trust Com- 
pany may legally offer 
to perform. 


COMMERCIAL 
SAVINGS TRUST 


Resources over $500,000,000 


Washington, C: 
THE 


RALEIGH 
HOTEL 


12th Street and Penna. Ave., N.W. 


UNDER NEW MANAGEMENT 
Recently refurnished and redecorated. 430 
rooms mostly with tub and shower baths. Single 
rooms from $3.00, double from $4.50. Club 
breakfasts from 50c, luncheons from 60c, din- 
ners from $1.00. In addition to a la carte service 
and cafeteria. 

Two Blocks from Headquarters hotel for 
American Bankers Association Convention and 
American Institute of Bankers Convention. 


We Invite Your Patronage 
E. C. OWEN, Manager National 3810 
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ANGELL 


Gc picture is probably an exaggeration, although there 
may be desks here and there that look like this one. 


BUT at least it serves to illustrate what happens when a person 
tries conscientiously to read everything that comes along and 
keep safely informed about matters affecting business and 
finance. 


IF one had the whole day for reading there would not be much 
of a problem. 


BUSINESS and banking executives are a class that can least af- 
ford to be careless about news and what it means. 


They READ the JOURNAL. 


86 
af ; — \ 
Z 


AMERICAN BANKERS ASSOCIATION JOURNAL, May 1934 


CONVENTION 
CALENDAR (1934) 


A. B. A. Meetings 


June 11-14 A.I.B. Convention, Washington, 

Oct. 22-25 A. B. A. Convention, Washing- 
ton, D. C. 


State Associations 


Arkansas Bankers Association, 
Little Rock. 

Oklahoma Bankers Association, 
Tulsa. 

Tennessee Bankers Association, 
Knoxville. 

Mississippi Bankers Association. 
Missouri Bankers Association, 
Excelsior Springs. 

Texas Bankers Association, Dal- 
las. 

Alabama Bankers Association, 
Birmingham, Tutweiler Hotel. 
Kansas Bankers Association, 
Wichita. 

New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City. 
New Hampshire Bankers As- 
sociation, Manchester. 

Illinois Bankers Association, 
Abraham Lincoln Hotel, Spring- 
field. 

Maryland Bankers Association, 
Southern Hotel, Baltimore. 
California Bankers Association, 
Del Monte. 

Pennsylvania Bankers Associa- 
tion, Traymore Hotel, Atlantic 
City, N. J. 

Georgia Bankers Association, 
Albany. 

Indiana Bankers Association, 
Claypool Hotel, Indianapolis. 
District of Columbia Bankers As- 
sociation, White Sulphur Springs, 
W. Va. 

Minnesota Bankers Association, 
St. Paul. 

Virginia Bankers Association, 
Cavalier Hotel, Virginia Beach. 
Massachusetts Bankers Associa- 
tion, New Ocean House, Swamp- 
scott. 

West Virginia Bankers Associa- 
tion, New Greenbriar Hotel, 
White Sulphur Springs. 

New York Bankers Association, 
Saranac Inn, Upper Saranac. 
Colorado Bankers Association, 
Hotel Antlers, Colorado Springs. 
Idaho Bankers Association, Boise. 
Utah Bankers Association, Bryce 
Canyon. 
Oregon 
Gearhart. 
Iowa Bankers Association. 
Wisconsin Bankers Association, 
Milwaukee. 

Michigan Bankers Association, 
Grand Rapids. 

Washington Bankers Association 
(Tentative). 

North Dakota Bankers Associa- 
tion & South Dakota Bankers 
Association (joint convention), 
Deadwood, S. D. 


Other Financial 


New Jersey Savings Banks As- 
sociation, Caldwell. 
May 16-18 National Association of Mutual 


May 8-9 
May 8-9 
May 8-9 


May 15-16 
May 15-16 


May 15-17 
May 17-18 
May 17-18 
May 17-19 
May 18 


May 21-22 


May 22 
May 23-25 


May 23-25 


May 24-25 
May 24-25 


May 28-30 


June 7-8 
June 7-9 


June 8-9 


June 8-9 


June 11-12 
June 15-16 


June 15-16 
June 15-16 


June 18-19 Bankers Association, 


June 18-20 
June 19-20 


June 20-22 
June 21-22 


July 2-4 


May 3 


June 46 
June 11-15 


June 25 


July 22 


Savings Banks, Waldorf-Astoria, 
New York, N. Y. 

Reserve City Bankers, Sky Top 
Lodge, Sky Top, Pa. 

National Association of Credit 
Men, Los Angeles, California. 
National Association of Real Es- 
tate Boards, Minneapolis, Min- 
nesota—1 week. 

American Bar Association. 


ORR IN THE CHICAGO TRIBUNE 


Our Wicked Past 


Sept. 10 


Sept. 10-13 


Sept. 17-19 


Maine Savings Banks Association 
& Massachusetts Savings Banks 
Association (joint convention), 
Mansion House, Poland Springs, 
Maine. 

Financial Advertisers Associa- 
tion, Hotel Statler, Buffalo, N. Y. 
Morris Plan Bankers Association, 
Westchester Country Club, Rye, 


BROWN IN THE ST. LOUIS GLOBE-DEMOCRAT 


Someone Gave Him a 


Few Tropical Fish 
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Bank Clerks of 1903 


HIS concerns, not the A. I. B. 

Convention to be held in Washing- 

ton, D. C., June 11-14, but a 
memorable occasion 31 years ago when 
the American Institute of Bank Clerks, 
which later became the American 
Institute of Banking, held its first 
annual convention. Delegates number- 
ing 114 met in Cleveland, September 18 
and 19, 1903, and the picture at the top 
of this page was taken at that time. 

The careers of many of the delegates 
to this 1903 convention provide the 
best possible proof of the value of the 
broad training supplied by the Insti- 
tute. It is necessary to mention only a 
few of the young men in the picture 
who later achieved success. 

John H. Puelicher, President of the 
Milwaukee Chapter at the time of this 
convention, became secretary of the 
Wisconsin Bankers Association two 
years later; was elected president of the 
Marshall and Ilsley Bank in 1920 and 
served as President of the American 
Bankers Association in 1922-1923. 

Fred I. Kent, who was a Chicago bank 
clerk at the time of the convention, 
became vice-president of the Bankers 
Trust Company of New York in 1909. 
He was deputy governor of the New 
York Federal Reserve Bank, 1917-1918, 
and directed foreign exchange transac- 
tions for the Federal Government 
during the war and again in 1933. 

Charles W. Dupuis, after a start as 
messenger for the Western Bank of 
Cincinnati, became cashier of the 
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Second National Bank of the same city 
within ten years from the date of this 
meeting and is today president of the 
Central Trust Company and director 
of a dozen large industrial and trans- 
portation organizations, 

Among others in this picture who 
have risen to prominence in banking are 
E. H. Cook, now vice-president of the 
Bank of New York and Trust Com- 
pany; Henry Holt, vice-chairman, Hart- 
ford National Bank and Trust Com- 


pany; J. C. Fenhagen, chairman, 
discount committee, Baltimore Na- 
tional Bank; R. W. Shelter, vice- 
president, Manufacturers Trust Com- 
pany, New York; G. H. Tomlinson, 
vice-president, State Bank and Trust 
Company, Evanston, IIl.; G. A. Har- 
rington, trust officer, Rhode Island 
Hospital Trust Company; and Alex 
Miltenberger, president, Tower Bank 
St. Louis. This by no means completes 
the list. There are many others. 


Save 


To The Journat: 


A large item of cost in operating a bank is stationery and supplies, particularly 
the special forms used in various departments. It has been my recent experience 
that a tremendous saving can be instituted in this cost factor. 

For example:—In our Accounts Analysis Department we use approximately 


2,500 work sheets each month. We have been buying these sheets from a small 
concern which has a reputation for underselling the large producers of bank forms. 
Nevertheless, these stock forms cost us $7 per thousand. By designing a new form 
better suited to our individual needs, and having them lithographed by a local firm, 
these forms can be had for $1.67 per thousand. This amounts to a saving of $160 a 
year on one form in one department. The possibilities of additional savings are 
tremendous. Thus a bank cannot only save itself considerable money, but can get 
forms to fit its individual needs, a combination of benefits altogether desirable. 

R. M. LONG 
The Gary State Bank 
Gary, Indiana 


“Certain short-cuts may have occurred to you, may be in effect in your bank. . . What are 
these ideas? . . . Send them along to the JOURNAL, as plainly and briefly presented as 
possible, and we will be glad to pay you for them, giving full credit to their origin.” — 
From the March JOURNAL 
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